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PAYMENTS IN LIEU OF TAXES 


(H. 'R, 9525, H. R. 9571, H. R. 9574, H. R. 9575, H. R. 9582, 
H.!R. 9583, H. R. 9584, H. R. 9585, H. R. 9596, H. R. 10066, 
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THURSDAY, MAY 22, 1958 


Houss or REPRESENTATIVES, 
EXECUTIVE AND LEGISLATIVE 
REORGANIZATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., in room 1501, Hon. William L. 
Dawson, chairman of the subcommittee, presiding. 

Present: Representatives Dawson (presiding), he Mrs. Har- 
den, Brown, and Michel. 

Also present: Representatives Henry S. Reuss, George Meader 
Charles B. Brownson, Walter M. Mumma, and Torbert H. Mac- 
donald. 

Staff members present: Elmer W. Henderson, subcommittee coun- 
sel; Orville S. Poland, general counsel of the full committee; William 
A. Young, consultant; and Lawrence Redmond, subcommittee clerk. 

Chairman Dawson. The Subcommittee on Executive and Legis- 
lative Reorganization begins today its hearings on bills providing for 
making payments in lieu of taxes on certain industrial plants owned 
by the United States Government. H. R. 9525, introduced by 
Congressman Meader, would authorize such payments on industrial 
manufacturing plants located on any real property in the custody or 
control of any Government department, with certain limitations. 

Identical or similar bills being considered are: H. R. 9571, by Con- 
gressman Brownson; H. R. 9574, by Congressman Derounian; H. R. 
9575, by Congressman Donohue; H. R. 9582, by Congressman Kearns; 
H. R. 9583, “by Congressman Lane; H. R. 9584, by Congressman 
Macdonald; H. R. 9585, by Congressman Miller of New York; H.R. 
9596, by Congressman Wilson of California; and H. R. 10066, by 
Congressman Reuss. 

H. R. 12165, by Congressman Lane, and H. R. 12183, by Congress- 
man Bates, extend for a 2-year period Public Law 388 of the 84th 
Congress, which was reported by this committee and under which 
payments in lieu of taxes are presently being made to local taxing 
bodies for plants formerly owned by the Reconstruction Finance 
Corporation and now owned or controlled by a Government depart- 
ment. Public Law 388 will expire on December 31 of this year. 

The departments and agencies in their reports to this committee 
generally disapprove of the Meader bill on the ground that it is a 
piecemeal approach to the subject of payments in lieu of taxes, and 
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the administration has proposed legislation of a comprehensive nature 

now pending before another House committee. The reports generally 

favor the Lane and Bates bills to extend Public Law 388 on the ground 

that pending the passage of other legislation, an extension of a tempo- 

rary nature can be justified as a matter of equity. Copies of pertinent 

reports have already been circulated to members of the subcommittee. 
(H. R. 9525 and H. R. 12165 follow:) 


[H. R. 9525, 85th Cong., Ist sess.] 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to provide for making 


payments in lieu of taxes with respect to certain industrial manufacturing plants owned by the United 
States 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the table of contents contained in the first 
section of the Federal Property and Administrative Services Act of 1949 is hereby 
amended by inserting immediately below 
“Sec. 705. Effective date.’ 


the following: 


“TITLE VIII—INDUSTRIAL MANUFACTURING PLANTS 


“Sec. 801. Declaration of policy. 
“Sec. 802. Definitions. 


“Sec. 803. Payments in lieu of taxes on industrial manufacturing plants. 
“Sec. 804. Limitations.” 


Sec. 2. Such Act is hereby further amended by adding at the end thereof the 
following: 


“TITLE VIII—INDUSTRIAL MANUFACTURING PLANTS 
“DECLARATION OF POLICY 


“Sec. 801. It is hereby declared to be the policy of the Congress to relieve 
States and local taxing authorities of the burdens placed upon them due to the 
tax-exempt status of certain industrial manufacturing plants owned by the 
United States. 

“DEFINITIONS 


“Sec. 802. As used in this title— 

“‘(a) The term ‘State’ means each of the several States of the United States, 
and the Territories of Alaska and Hawaii. 

“(b) The term ‘real property’ means (1) any interest in land, and (2) any 
improvement made thereon, if for the purpose of taxation such interest or im- 
provement is characterized as real property under the applicable law of the State 
in which such land is located. 

“(c) The term ‘local taxing authority’ means any county or municipality, and 
any subdivision of any State, county, or municipality which is authorized by law 
to levy and collect taxes upon real property. 

“(d) The terms ‘real property tax’ and ‘real property taxes’ do not include any 
special assessment levied upon real property while title thereto is held by the 
United States, except any special assessment levied after January 1. 1959, the 
major portion of which is levied against real property which is privately owned. 

“(e) The term ‘Government department’ means any department, agency, or 
instrumentality of the United States. 

“(f) The term ‘industrial manufacturing plant’ means— 

“(1) a National Industrial Reserve or Departmental Reserve plant in 
idle status; and 

““(2) any other plant which is primarily engaged in the production, manu- 
facture, fabrication, assembly, or repair of articles, goods, or wares and which 
is not an integral part of, and also is not used for purposes incidental to, 
Government facilities not engaged in production, manufacture, fabrication, 
assembly, or repair. A suspension of production, manufacture, fabrication, 
assembly, or repair shall not be construed to remove any plant from the 
provisions of this paragraph. 





PAYMENTS IN LIEU OF TAXES 3 


“PAYMENTS IN LIEU OF TAXES ON INDUSTRIAL MANUFACTURING PLANTS 


“Sec. 803. Where an industrial manufacturing plant is located on any real 
property in the custody or control of any Goverpment department, then on each 
date occurring or or after January 1, 1959, on which real property taxes levied 
by any State or local taxing authority with respect to any period become due, 
such Government department shall pay to the appropriate State aid local taxing 
authorities an amount equal to the amount of the real property tax which would 
be payable to each such State or local taxing authority on such date if legal title 
to such real property had been held by a private citizen on such date and during 
all periods to which such date relates. 


““LIMITATIONS 


“Sec. 804. (a) The failure of any Government department to make, or to make 
timely payment of, any payment authorized by section 803 shall not be subject— 
“(1) any Government department, or any person who is a subsequent 
purchaser of any real property from any Government department, to the 
payment of any penalty or penalty interest, or to any payment in lieu of any 
penalty or penalty interest; or 

‘“(2) any real property or other property or property right to any lien, 
attachment, foreclosure, garnishment, or other legal proceeding. 

““(b) No payment shall be made under section 803 with respect to any real 
property— 

“‘(1) which is taxable by any State or local taxing authority under any 
provision of law, or with respect to which any payment in lieu of taxes is 
payable under any provision of law other than this title; or 

“(2) unless such property (A) was acquired by the United States after 
December 31, 1945, or (B) was owned by the Reconstruction Finance Corpora- 
tion (as defined in section 702) after December 31, 1945, notwithstanding 
any subsequent transfer thereof from such Corporation to any Government 
department or person. 

““(e) Nothing contained in this title shall establish any liability of any Govern- 
ment department for the payment of any payment in lieu of taxes with respect to 
any real property for any period before January 1, 1959.” 





[H. R. 12165, 85th Cong., 2d sess.] 


A BLLL To extend for two years the period for which payments in lieu of taxes may be made with respect 
to certain real property transferred by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) section 703 of the Federal Property and 
Administrative Services Act of 1949 (69 Stat. 722) is amended by striking out the 
figures ‘‘1959’’, and inserting in lieu thereof the figures ‘‘1961’’. 

(b) Section 704 of such Act (69 Stat. 723) is amended by striking out the figures 
“1958”, and inserting in lieu thereof the figures ‘‘1960’’. 

Chairman Dawson. I am going to call Mr. Reuss. 

Mr. Reuss. Mr. Chairman, I appreciate the opportunity given me 
to appear here. I have prepared with the assistance of the office of 
the comptroller of the city of Milwaukee, a statement dated May 22, 
1958, in support of H. R. 10066. I should like at this time to offer 
that statement and I should like to introduce to the committee Mr. 
Ewald Moerke of the staff of the city attorney, city of Milwaukee, 
who at the proper time later in the proceedings will explain in detail 
and answer any questions concerning the bill. 

Chairman Dawson. We will call on you later. Thank you. 

(The statement above-referred to is as follows:) 
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STATEMENT BY THE OFFICE OF THE COMPTROLLER, CiTy OF MILWAUKEE, Re- 
GARDING H. R. 10066, ReLatine TO PAYMENTs IN LiEU OF TAXES ON CERTAIN 
INDUSTRIAL MANUFACTURING PLANTS OWNED BY THE UNITED STATES 


Bill H. R. 10066 continues in effect the provisions of Public Law 388, 84th 
Congress, under which payments in lieu of taxes are made on certain industrial 
manufacturing plants owned by the United States and used by private industrial 
firms. These plants are not essentially different from privately owned industrial 
plants. In the Milwaukee area, for instance, the A-C Spark Plug division of 
General Motors operates two large factories. One of these is a building recently 
built and owned by the General Motors Corp. Although this building is used ex- 
clusively for defense production, full taxes are paid on it. The other is a building 
built originally by the Ford Motor Co. and acquired by the United States Govern- 
ment during World War II for defense plant purposes. This factory was later 
placed under the jurisdiction of the RFC and its successors which, under the terms 
of their charters, paid local taxes on such installations. It was then transferred to 
an agency not empowered to make such payments. 

Bill H. R. 10066 continues in effect the provisions of Public Law 388 (otherwise 
expiring on December 31, 1958), which requires payments in lieu of real property 
taxes due on or after January 1, 1955, on properties which were transferred from 
taxable agencies of the United States Government to nontaxable agencies. It 
continues without interruption the regular payments under Public Law 388 to all 
communities having such plants, including those communities in which the tax is 
calculated and taxes are levied in one calendar year while being collected and used 
in the succeeding year. 

This last cited provision is essential because Public Law 388 contains a pro- 
vision under which no Government department can make a “payment in lieu of 
taxes with respect to any real property for any period before January 1, 1955.’’ 
We believe that the clear intent of Congress in this case, as stated in section 703, 
was to provide for a payment in lieu of the taxes due on January 1, 1955, on such 
properties equivalent to that ‘“‘which would be payable to each * * * local tax- 
ing authority on such date if legal title to such real property had been held by a 

rivate citizen on such date and during all periods to which such date relates.’’ 
Emphasis added.] We feel that the intent in the limiting paragraph was to pre- 
vent any claim by a local unit of government for any taxes alleged to have become 
delinquent prior to the due date of January 1, 1955. 

In the case of the city of Milwaukee, and certain other cities in the United 
States, a situation has arisen as a result of a decision by the Comptroller General 
of the United States. This decision prevents some municipalities from receiving 
all the payments apparently due them under Public Law 388 because of local laws 
and practices. In Wisconsin and some other States the taxes which were due on 
January 1, 1955, were denominated as ‘1954 taxes,” reflecting the fact that taxes 
which became due on that date had been calculated prior to that date. In the 
ease of Wisconsin, the Comptroller General has raised a question as to what 
period the taxes falling due on January 1 are supposed to be “‘for’—as this term 
is used in section 704 (ce) of Public Law 388. 

The budget laws governing the city of Milwaukee specifically provide that the 
taxes which are collectible in January shall be ‘for the ensuing year.”’ On the 
other hand, some sections of the Wisconsin statutes provide that the taxes due 
in January are for a “‘tax-levy year” relating to the year in which the property 
was assessed and the tax rate determined; i. e., the preceding year. The Comp- 
troller General has ruled that the so-called tax-levy year is the governing period. 
Therefore, the taxes which fell due on January 1, 1955, although paid,' were 
later set off against a payment in lieu of taxes on the grounds that no payment in 
lieu of the taxes due on January 1, 1955, was payable. 

As a result of the Comptroller General’s ruling, the communities that levy 
taxes in one year for collection and use in the next now find that they are eligible 
for only 3 annual payments in lieu of taxes to cover a 4-year period instead of 
the 4 payments which we believe Congress clearly intended to make. In fact, 
@ survey made by the city of Milwaukee of the municipalities entitled to receive 
payments under Public Law 388 indicates that, of the 21 communities from which 
data was received, only 5 will not receive 4 such payments. 

Bill H. R. 10066 will insure uniform treatment of municipalities in the future 
by providing that the appropriate Government departments will make payments 
in lieu of any taxes falling due on or after January 1, 1959, but that no such pay- 





1 The original payment by the private contractor resulted from misunderstanding as to the tax and owner- 
ship status of the building, title to which was, at the time, passing between several Federal agencies. 
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ments shall be made for any period before January 1, 1958. This will take care of 
the many communities whose fiscal years correspond to the calendar year and 
where because of local laws, custom, or tradition, the taxes which are levied are 
labeled according to the year in which the tax was calculated rather than the year 
in which the taxes are to be collected and spent. This will recognize the need for 
any community which has a fiscal period beginning on January 1 to complete its 
budget preparations, its property assessments, and its determination of a tax 
rate prior to such time. We feel that H. R. 10066 will serve to cover such situa- 
tions quite adequately. The Comptroller General in a letter to Mr. Walter J. 
Mattison, city attorney of the city of Milwaukee, dated March 27, 1958, file 
No. B—130749, states in effect that, in his opinion, bill H. R. 10066 will provide the 
intended payments disallowed as a result of State laws or practices which have 
worked to prevent the intent of Congress as described in Public Law 388 from 
being carried out. 

In summary, the city of Milwaukee favors the enactment of H. R. 10066 as 
against a similar extension numbered as bill H. R. 9525, under whieh both the due 
date and the limitation date, referred to previously, are listed as January 1, 1959. 
If a routine extension of Public Law 388 is made without making the adjustment 
contained in H. R. 10066, the city of Milwaukee will probably not be able to collect 
its so-called 1958 tax levy which falls due on January 1, 1959, under the provision 
of the old law which expires on December 31, 1958. At the same time, it would 
lose a payment under the extension as proposed in bill H. R. 9525 because of the 
ruling of the Comptroller General that the taxes due on January 1, 1959, are for 
a “period before January 1, 1959,” just as we lost a payment under the old law 
because the tax due on January 1, 1955, was ruled to be ‘‘for’’ a period before that. 
We, therefore, request that your committee report favorably on bill H. R. 10066, 
so that all communities entitled to payments under Public Law 388 and its exten- 
sion will be treated uniformly. 


Chairman Dawson. Congressman Meader is our first witness. 


STATEMENT OF HON. GEORGE MEADER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MICHIGAN; ACCOM- 
PANIED BY LOUIS ROBERTS, ASSISTANT SUPERINTENDENT, 
ADRIAN (MICH.) PUBLIC SCHOOLS; MAYOR TROY McPHAIL, 
ADRIAN, MICH.; HOWARD TINNISWOOD, ADRIAN, MICH.; 
AND JAMES M. MENGER, JR., ASSISTANT COUNSEL, OFFICE OF 
LEGISLATIVE COUNSEL, HOUSE OF REPRESENTATIVES 


Mr. Muraper. Thank you very much. First may I express my 
appreciation to the chairman for scheduling these hearings on 
payment-in-lieu-of-tax legislation and also I want to express my 
appreciation to the staff for the excellent manner in which they have 
prepared for these hearings and the diligence with which they 
pursued the departments to get their reports submitted. 

I have here with me Mr. James Menger of the Office of the Legis- 
lative Counsel of the House who assisted in the preparation of H. PR. 
9525 and beyond that, has been familiar with payments-in-lieu-of-taxes 
legislation pending before this committee, I believe, since the 83d 
Congress 

He had a hand in drafting the legislation which passed the 84th 
Congress and became Public Law 388 under which payments have 
been made to many localities in the country on federally owned 
industrial properties. 

Mr. Menger, of course, is here only in a technical capacity and the 
Office of the | Legislative Counsel- doesn’t take a position on policy in 
legislation. 

Mr. Chairman, I urge that the committee report favorably H. R. 
9525 providing for payments in lieu of taxes on manufacturing plants 
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owned by the Federal Goveroment. This bil) will broaden and make 
permanent provisions of Public Law 388 of the 84th Congress which 
expires December 31, 1958. 

As you know, Mr. Chairman, this committee held hearings on H. R. 
6182 of the 84th C ongress on ‘July 13 and 14, 1955. That bill was 
reported favorably and unanimously by the Government Operations 
Committee, passed the House unanimously and was likewise reported 
unanimously by the Senate Committee on Government Operations 
and passed the Senate unanimously without amendment. 

When the President signed the bill on August 12, 1955, it became 
Public Law 388. Public Law 388 by its terms, is confined to proper- 
ties previously owned by the Reconstruction Finance Cor poration or 
its subsidiaries, title to which had remained continuously in the 
United States Government. 

During the hearings of our committee 3 years ago, it developed 
there were other industrial plants owned by the Federal Government 
which were essentially in the same class as Reconstruction Finance 
Corporation properties, but because of the rather narrow and arbitrary 
restrictions of the language of the bill before us at that time they were 
not included within its terms. Payments in lieu of taxes have not 
been made on those plants for the 3 years Public Law 388 has been 
in effect. 

H. R. 9525 has been so drafted as to include manufacturing plants 
owned by the Federal Government whether they were formerly RFC 
properties or not, and will remove the inequity and discrimination 
which we all recognized existed when the earlier temporary bill was 
confined to RFC properties alone. 

The reason the bill which became Public Law 388 was made tem- 
porary was because many of us felt it was necessary to have legislation 
enacted immediately rather than to wait until a formula could be 
worked out for permanent legislation. 

I and my staff have worked diligently with the Office of the Legis- 
lative Counsel of the House and with legal talent in the executive 
branch of the Government, particularly in the agencies most concerned. 
They included, of course, the Department of Defense and the GSA. 
Iam confident the language contained in H. R. 9525 will give us per- 
manent legislation requiring the Federal Government to pay to local 
units of government the Federal Government’s fair share of the cost 
of services rendered with respect to industrial property owned by the 
Federal Government. 

Mr. Chairman, notwithstanding the adverse reports received from 
executive agencies, and I note that similar adverse reports were likewise 
received on the bill before us 3 years ago, it seems to me the adoption 
and successful operation of Public Law 388 has established both for 
the Congress, which acted unanimously, and for the executive branch, 
through the President’s approval of the bill, some fundamental 
principles of policy. 

First, the Federal Government recognizes the importance of the 
governmental services rendered by local units of government and is 
committed to preserving and strengthening the vigor and financial 
vitality of local units of government. 

Second, the Federal Government has recognized that when it owns 
industrial property, usually operated by a contractor or lessor, it is 
morally obligated to pay to the local units of government its fair 








PAYMENTS IN LIEU OF TAXES 7 


share of the cost of services rendered by them such as police and fire 
protection, water, sewage, streets, schools, and other benefits. 

It may be pointed out that this is not a policy which commenced 
with the adoption of Public Law 388 in 1955. It was the policy of the 
Congress approved by the President when the RFC, largely through 
its subsidiary, the Defense Plants Corporation, constructed a vast 
number of manufacturing plants during World War II. 

Those plants as you know were placed on local tax rolls. Thus 
the essential purpose and philosophy of H. R. 9525 can be said to be 
clearly and strongly established as a policy of the Federal Government 
over a long period of time. 

Then, Mr. Chairman, it should not be necessary to dwell at length 
on the reasoning involved in this legislation since that was fully cov- 
ered in the hearings held by this committee 3 years ago and has re- 
ceived the official approval of both the legislative and executive 
branches of our Government. 

I wish only to comment briefly, however, on the approach indicated 
by some of the Federal agencies who hav ¢ filed adverse reports with 
the committee. They seem to favor the creation of a board which 
on a basis of need, would receive applications from local units of 
government and make awards or grants as the board sees fit. 

I resent the philosophy of that approach to payments in lieu of tax 
legislation. We do not ask for a handout from the Federal Govern- 
ment to local units of government. It is a matter of simple equity to 
prevent the powerful Federal Government from taking advantage of 
its sovereign immunity from taxation to enrich itself unjustly at the 
expense of local governments with whose difficulties in raising the 
revenues to provide services we are all fully familiar. 

The most dramatic illustration of this unjust enrichment was at- 
tested to by representatives of GSA in our hearings 3 years ago. 
They advised the committee that it had been their practice to add to 
rentals charged their lessees an amount equivalent to the local taxes 
which would have been paid on the property if it had been privately 
owned, so that those leases would not have a competitive advantage 
over others in the same industry. 

Those amounts received by the GSA, equivalent to local taxes, 
however, were not turned over to the municipality or school district 
rendering the service but were covered into the Treasury of the United 
States. In other words, local governments were rendering the services 
but the Federal Government was collecting the money for them. The 
Federal Government not only was not paying what it equitably owed, 
but was getting money the local governments had earned. 

Mr. Chairman, ] am opposed in 1 general to the creation of new boards 
and commissions unless there is no alternative to accomplishing a 
public purpose. 

I am opposed to the concept of local officials having to come down 
to Washington every year with hat in hand begging Federal officials 
on a basis of poverty for money to which the local units of government 
are rightfully entitled because of the services they have re ndered. 

Mr. Chairman, that completed the statement I had prepared. 

| have with me representatives of the 

Chairman Dawson. Do you have some additional copies? 


Mr. Meaper. Yes, I have them. They should be over from my 
office. 
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I have representatives of three of the local units of government in 
my district who have been receiving payments in lieu of taxes under 
Public Law 388 presently but I have a statement here from the sup- 
ervisor of Madison Township, Lenawee County, Mich., dated May 
19, 1958, addressed to me expressing the views of the township in 
favor of this legislation which I should like to make a part of the 
record at this point if I may. 

Chairman Dawson. So ordered. 

(The document referred to is as follows:) 


Mapison Township, 
Lenawee County, Mich., May 19, 1958. 
Hon. Grorcr MEApDER, 
Member of the Congress, Washington, D. C. 


Dear Sir: Not being able to be present at the hearing to be held on May 22, 
1958, on H. R. 9525, we are sending our views on this bill to you through the 
kindness of the representative of the Madison School District who expects to be 
present at the hearing. 

Certainly there is no question but that such Government-owned property 
which is being used for business in competition with private enterprise should pay 
taxes or comparable sums, regardless of how they are designated, inasmuch as 
their location in the area contributes to the growth of the community and the 
problems attending such growth. 

Regarding the plant located in Adrian, we feel the Government should make 
payments in lieu of taxes for several reasons: 

1. The plant was especially designed for the extrusion of large parts for air- 
planes and up to now has been an essential part of our defense program. In 
addition, the large German forging presses have been installed in this plant and 
also form a part of such a program. Both the German presses and the large ex- 
trusion presses do not easily lend themselves to other types of extrusion or forging 
processes. 

2. The plant was built by the Government with its customary prodigality and 
as a result is very expensive to maintain. No one of the several operators of the 
past few years would have designed and built such a plant for their own use. 

The plant has been tagged with the name of white elephant and at times seems to 
merit it. 

3. Under the terms of the present lease with the Bridgeport Brass Co., it seems 
to us that the Government is in a very favorable position and can well afford to 
make payments to the local governments or to pay taxes on the property. 

Bridgeport Brass Co. has indicated to us that, in view of these conditions, if 
the Government stopped payments and we were to assess the property to them 
under Michigan statute, they would terminate their lease and vacate the plant. 

We would also like to call attention to some loopholes in the present law. For 
instance, during the period no taxes were being paid, an addition was added to 
this plant. However, the new payments in lieu of taxes were based on the valua- 
tion existing at the last year of payment of taxes and no recognition was given to 
the valuation of the new addition. Also, they refuse to pay any special assess- 
ments, including drain taxes. This is unreasonable because such taxes are only 
levied for services which especially benefit the properties so assessed. 

Yours very truly, 
GrorGE W. Kunze, Supervisor. 

Mr. Meapver. I would only like to add before introducing these 
gentlemen, one other matter. The State of Michigan—and I believe 
there are five plants in the State of Michigan owned by the Federal 
Government on which payments have been made under Public Law 
388—passed a law which taxed the user of a Government-owned plant. 

In March of this year, the Supreme Court of the United States in a 
split decision upheld that Michigan law. I am not going to discuss 
the reasoning or the correctness of the decision of the Supreme Court. 
However, in a sense, we in Michigan are protected as long as that 
Supreme Court decision stands. 
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However, there are many other States which have not passed such 
laws and it is for that reason and because I believe the technique of 
payments in lieu of taxes is a preferable way of handling the matter, 
that I have pressed for the adoption of this bill. 

I might say the agencies of the Federal Government who filed 
adverse reports on this legislation might well have considered it 
preferable to have a law passed by Congress, which can be repealed 
or modified at any time, as a basis for paying the cost of services 
rendered by local communities than to encourage the 48 States to 
adopt laws similar to that which Michigan adopted, which was upheld 
by the Supreme Court on March 3 of this year, which would be beyond 
the control of the Federal Government in any way, except for a 
reversal of the Supreme Court position. 

May I first introduce these other gentlemen and perhaps you will 
have questions which might be directed to them. This is Mr. Troy 
McPhail, mayor of the city of Adrian, Mich., and Mr. McPhail, will 
you introduce your colleagues? 

Mr. McPuait. Louis Roberts, assistant superintendent of Adrian 
Public Schools and Mr. Tinniswood of Adrian, Mich. 

Chairman Dawson. Were either of these gentlemen down when we 
passed the other bill? 

Mr. Meaper. No. The predecessor of Mr. McPhail was here, 
Mayor Claude Porter, but he has died in the interim. 

Also Mr. Wallace of Madison School District, was here. Mr. 
McPhail and the other gentleman all have prepared statements which 
they would like to file for the record and I believe those statements 
adequately cover their positions. I don’t want to delay the hearing. 

Chairman Dawson. That will be done if you have those prepared 
statements. 

(The documents referred to are as follows:) 


. ApRIAN, Micu., May 21, 1958. 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
House of Representatives, 
Congress of the United States, 
Washington, D. C. 

HoNoRABLE MEMBERS OF THE COMMITTEE: The board of education of the 
school district of the city of Adrian, Mich., has asked me to appear at this hearing 
and urge the adoption of H. R. 9525 because the enactment of this bill is of the 
utmost importance to the Adrian School District. 

The initial enrollment of this district was 4,686 as of September 27, 1957. 
There are 215 certified teachers and 44 noncertified employees for a total of 259 
school employees. 

The current 1957-58 fiscal operating budget when adopted indicated a tentative 
balance as of June 30, 1958 of $7,000. Operating revenues from this plant this 
year amounted to over $47,000. It is therefore obvious that our district would 
have been in serious financial difficulty this year without the in lieu of tax pay- 
ments from the Air Force plant. 

In addition close to $28,000 was received for debt retirement and sinking 
funds making a total of over $75,000 received this current fiscal year. 

It should be noted that the school district budget for the preceding fiscal year 
of 1956-57 and the current fiscal year of 1957-58 deleted vital instructional 
equipment replacement and new purchases for science laboratories, vocational 
shops and the like. 

The budget for 1958-59 has not yet been finalized but even more drastic cuts 
have already been made. Not only has replacement or purchase of new equip- 
ment been deleted but building maintenance has also been reduced to the barest 
minimum. At present the proposed 1958-59 budget indicates a tentative balance 
$7,000 as of June 30, 1959. It is clear that the loss of $47,000 revenue would 
create a tentative deficit of $40,000 from a budget which has already been 
severely cut back. 
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It is interesting to note that the Air Force plant is now leased by the Bridgeport 
Brass Co. and at their peak according to newspaper reports they employ close to 
1,000 people. Presumably their current employment is somewhat less perhaps 
about 700 or 750. These people have a right to the same educational opportuni- 
ties for their children as anyone else, the same to all. 

Adrian welcomes the Air Force plant, the Bridgeport Brass Co., and all of the 
people employed there. Adrian is happy to have them. Nevertheless it seems 
only reasonable that when several hundred families requiring schools for their 
children are employed in a factory that that factory share the civic responsibilities 
of the community taxwise, including schools. 

It might be of interest to the committee to know that Adrian levied a 12.35-mill 
operating tax plus 7.25 mills for debt and sinking funds in 1957-58. In 1958-59 
the same 12.35-mill operating tax will be levied with 9.4 for debt and sinking funds. 
making a total of 21.75 mills in 1958-59 on the State equalized valuation which 
is 145.3 percent of the local assessed valuation. This isa high tax. Unless H. R. 
9525 is passed it will either reduce the educational program below acceptable 
standards or throw an even heavier burden on other local taxpayers. 

The Adrian Board of Education therefore emphasizes again the vital necessity 
to Adrian of the passage of H. R. 9525. 

The Adrian Board of Education wishes to thank the House committee for the 
opportunity of presenting their views at this hearing. If there are any questions 
I will try and answer them. Thank you. 

Respectfully, 
Louris Roperts, 
Assistant Superintendent, Adrian, Mich., Public Schools. 


ADRIAN, Micu., May 20, 1958. 
CONGRESS OF THE UNITED STATES, 
House of Representatives, 
Committee on Government Operations, 
Washington, D. C. 


HoNoRABLE MEMBERS OF THE COMMITTEE: Madison School District No. 2 
comprises an area in Lenawee County, Mich., served by three rural school districts 
until 1946, when these districts consolidated under the Rural Agricultural School 
Act of Michigan to form the present school district. In 1938 their combined 
enrollment was about 92 students. By 1948 the enrollment exceeded 300 students 
in the consolidated area. More than 900 students are anticipated this fall. 
During World War II years and afterwards many students were on half-day 
sessions. A temporary building was constructed in 1948 but this failed to house 
the students adequately during the period of impact. 

Two building programs (one in 1948 and another in 1950) were inaugurated, 
but by 1952 the enrollment had exceeded the capacity of the school plant. In 
1953 the school district began receiving aid under Public Laws 815 and 874. 
An addition was added with funds provided by Publie Law 815 in 1953 but by 
1956 the enrollment again exceeded the school’s capacity. In 1956 a $750,000 
bond issue was passed by the residents of the area to construct and equip a new 
high school. 

For a time, the district had not received money in lieu of taxes from the Gov- 
ernment-owned plant located partially within the school district. Revenues 
from local sources were less during the years 1950 through 1955 than they had 
been during 1949. The school was most fortunate to be the recipient of Federal 
aid under Public Law 874 to supplement local and State moneys for operation 
during this period. 

Bonds sold by the district in 1950 and 1956 reflected higher than average interest 
rates because of the uncertainty that the tax valuation of the Government-owned 
plant would remain on the tax rolls. Since the school district has had to invest 
so great an amount in capital outlay, a large portion of its revenue must be used 
for debt service, leaving an inversely proportionate amount that may be used 
for operational purposes. The debt service tax rate in Madison School District 
No. 2 is 35 percent higher than any other in Lenawee County. 

Another problem indigenous to the district is the impact of children from 
Spanish-speaking parents. During World War II many laborers were imported 
from Texas to work in agricultural pursuits. Some of these people found perma- 
nent employment not related to industry or Federal activities and have bought 
or built permanent homes in the district. 
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There are some fairly heavy concentrations of these families in the area and 
their children comprise more than 21 percent of the student population. Had 
federally connected activities not exhausted the labor mart here, there is reason 
to believe that few if any of these citizens would have remained as permanent 
residents. It is important to note that only a few of these children were eligible 
to be placed on the lists compiled for Madison School District’s entitlement for 
Federal aid, since agricultural employees’ children were excluded under Public 
Law 815 and 874 from being counted for reimbursement purposes. 

The passing of H. R. 9525 will assure the district of sufficient operational funds 
and will also provide for orderly and prompt discharge of its bonded debt. Failure 
of passage of H. R. 9525 constitutes a threat to the operation of the new high 
school to be opened this fall. 

It will also mean a depressed and curtailed curriculum for the students of the 
school at a time when the school is seeking accreditation. It will further con- 
stitute a hazard to the orderly retirement of bonds to which the district has 
pledged its full faith and credit, since the federally owned plant constitutes 17 
percent of the district’s valuation. 

In view of the foregoing it is the sincere hope of the board of education of the 
Madison School District No. 2 that the members of the House Committee on 
Government Operations recommend H. R. 9525 to the House of Representatives 
for favorable action. 

The board of education of the Madison School District No. 2 desires to thank 
the honorable members of the committee for its consideration in this matter. 

Respectfully, 


Ernest E. Pate, Secretary. 





STATEMENT OF Hon. Roy McPuast, Mayor, City or ApRIAN, MIcH. 


The city of Adrian, a community of 22,500 population located in southeastern 
Michigan is vitally interested in H. R. 9525 with respect to the Government-owned 
plant occupied by the Bridgeport Brass Co. in our city. The subject Bridgeport 
plant was built in 1942 and 1943 by the Defense Plants Corporation. About 
two-thirds of the 14-acre structure is located in the city of Adrian and about 
one-third is situated in the adjacent political subdivision of Madison Township. 
Through 1954 the Bohn Aluminum & Brass Corp. leased the plant from the 
Government for the manufacture of critical war materials. Since 1955 the plant 
has been leased and operated by the Bridgeport Brass Co. On or about January 
1, 1950, it is understood, title to the property was invested in the United States 
Air Force manufacturing methods pilot plant. An assessed valuation agreed upon 
by the Government, namely $2,633,500, has been used each year in good faith 
in determining the fair share of municipal services and expense this plant should 
pay for the portion of the plant located in the city of Adrian. The above amount 
constitutes about 6 percent of the total assessed valuation of our city. In 1957, 
payments in lieu of taxes to various local taxing bodies for the portion of the 
Bridgeport plant located within the city of Adrian totaled $129,067.84 which 
represents $5.78 for every man, woman, and child in the city. 

The sub‘ect plant has paid a share of taxes ad valorem or in lieu thereof during 
the past 10 years as follows: 


City | School | County Total 
Taxes levied 
1948 $30, 943. 63 $15, 116. 29 | $26, 624. 69 $72, 684. 61 
1949 | 34, 498. 85 33, 972. 15 15, 801. 00 84, 272. 00 
1950 35, 947. 27 33, 972. 15 15, 801. 00 | 85, 720. 42 
1951 35, 947. 28 33, 182. 10 | 18, 434. 50 87, 563. 88 
1955 35, 288. 90 | 40, 819. 25 11, 087. 04 | 87, 195. 19 
1956 | 35, 025. 55 63, 783. 37 10, 876. 36 109, 685. 28 
1957 38, 712. 45 75, 028. 42 15, 326. 97 129, 067. 84 


The subject plant receives all of the municipal services, facilities, and attention 
that is normally extended to other plants and industries in this city that pay their 
just share of taxes. 

In addition to the services and facilities extended directly to the plant. it 
be borne in mind that the large labor force brought into the community by such 
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a plant creates major problems which indirectly necessitate still further services 
and facilities in every area of the city. 

Some of the services and facilities extended to this plant and the local problems 
created by the plant, both directly and indirectly, to mention only a few that are 
most obvious, are outlined below: 

1. The city of Adrian furnishes this United States Government plant— 

(a) City fire protection including a 75-foot aerial ladder truck with high pressure 
and fog-type apparatus specially acquired for fighting industrial fires. The subject 
plant is over 65 feet high in some locations and is the highest industrial plant in 
Adrian, 1 roof fire in the past could not have been put out without far greater 
loss without this special equipment. The fire department makes a complete fire 
inspection of the plant twice each year. 

(6) Cooperation of all facilities of the city law enforcement agencies and the 
city police department, including special police detail at an earlier date during 
labor strikes and a near riot, traffic regulation and control in the area, traffic 
signal maintenance and upkeep. 

(c) All city police cars, fire equipment, and many public works vehicles are 
equipped with two-way radios for fast emergency service in time of need. 

(d) The public works department provides for street maintenance, street 
cleaning, snow removal, storm sewers, sanitary sewers, and sewage disposal 
facilities. 

(e) City water, fire hydrants, adequate street lighting, and every other cus- 
tomary municipal service is provided for this plant. 

2. There has been an influx of migrant skilled and unskilled labor with the 
consequent added problems and expense always created by an increased popula- 
tion. This has affected all areas of the city. The most recent population growth 
reported, based on the 1950 national census, is 29 percent; far above the average 
of other Michigan cities. 

3. It naturally follows and it is a fact that there is a marked increase in school 
attendance with resulting additional school expense, both capital and operating. 
Most of the workers brought in have been young and middle aged families with 
children already of school age. (The Adrian city school board is submitting 
separate testimony regarding its interest in and support of H. R. 9525.) 

4. Sewage disposal demands have become so great that in recent years the 
city has constructed an addition to the sewage disposal plant and trunk line 
sewers at a cost substantially in excess of a million dollars. 

5. Water demands have also increased and in 1951 the city constructed addi- 
tional water facilities amounting to $625,000 and presently is planning to make 
further additions at an estimated cost of $200,000. The water department in 
1957 erected a 1-million-gallon elevated storage tank 137 feet high at a cost of 
$178,000 to assure an emergency supply and pressure in the event of a bad indus- 
trial plant fire. There has also been recently installed 4,815 feet of 16-inch 
cast-iron water main costing $51,400 to further supplement the water service to 
the industrial area where the subject plant is located. A large part of this water 
supply is to provide adequate service and fire protection to this plant. Water 
department records indicate that during the month of April 1958, the Bridgeport 
Brass Co. consumed 9.5 percent of the total amount of water pumped. 

6. Currently the city is engaged in an $800,000 program being financed by a 
recent bond issue for improving the storm-sewer system. One of the major 
projects involved in this program is the installation of a major trunk sewer in the 
vicinity of the subject plant. 

7. The above necessary sewage plant addition, water plant expansions and 
storm sewer facilities are responsible for an outstanding bonded indebtedness of 
$2,245,000. 

In view of the heavy demands imposed upon this community by the location 
of this defense plant, we feel it is only fair that the plant should continue to pay 
its fair share of the expenses of the community. We do not ask that the United 
States Government pay any premium because of its plant located in Adrian but 
only that it pay in like proportion to other property owners located in Adrian. 

The payment of taxes ad valorem or in lieu thereof, have been made regularly 
on this bid war plant since it was built during World War II. This Government 
plant expects and needs all the municipal services; sewers, water, fire, and police 
protection, etc., as do other industries. The city of Adrian has geared its ability 
to furnish these services in accord with the need and demand of its requirements 
at a considerable expense annually and by long-term bonded obligations. Cer- 
tainly the Government does not desire to enjoy all these advantages without 
continuing to pay its fair share of the tax required to furnish the services. 
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We cannot believe the Government wishes to “sponge” off the taxpayers of 
Adrian. We cannot believe the Government wishes the taxpayers of Adrian to 
pay bigher taxes than they ordinarily would—because of a defense activity that 
helps provide security for the entire Nation. 

This plant turns out products for the benefit of all the people, surely, but not 
every community has a Government plant. A comparative few communities 
are asked to shoulder the tax load that should be assumed by all the people. 

The Government has always before recognized a certain moral obligation to 
pay existing tax rates because the plant, while Government owned, is engaged in 
manufacturing and general business, and is in more or less competition with 
privately owned plants of similar nature. 

Still another fundamental issue is involved. The Bridgeport Brass Co. 
Government plant in Adrian and Government plants in other areas are in direct 
competition with private industry. Private industry, paying their full share 
of local taxes for the support of police and fire departments, water systems, dis- 
posal systems, schools, etc., produce the same products that come out of the 
Government plants. 

All other factors being equal, the Government plants, by escaping taxes, could 
undersell private industry. With enough plants the Government, by compelling 
hundreds of local communities to shoulder all local tax responsibilities, could put 
private industry out of business. It presents a danger at the very roots of our 
free enterprise system of democratic government that should be discouraged, 
that should be fought every inch of the way by every local community with a 
Government industrial plant within its borders. 

H. R. 9525 has been drafted, introduced, referred to the Committee on Govern- 
ment Operations and is now being examined by your subcommittee with the 
hope of many people that we may be permanently assured that inequiti¢s to local 
municipalities will be eliminated and that the threat to our democratic system 
may be curbed. 

We pray that you unanimously recommend legislation for adoption that will 
provide permanent payments in lieu of taxes for this and similar Government- 
owned plants nationwide. 

Respectfully submitted. 

Roy McPuatt, 
Mayor, City of Adrian, Mich. 


City or Aprran, Mica. 
RESOLUTION ADOPTED BY CITY COMMISSION ON APRIL 28, 1958 


Whereas Public Law 388 of the United States Congress is due to expire De- 
cember 31, 1958, which is temporary legislation for the payment in lieu of taxes 
on federally owned real property; and 

Whereas the city of Adrian does benefit from said temporary legislation on the 
Government-owned plant occupied by the Bridgeport Brass Co.; and 

Whereas H. R. 9525 has been proposed to the House of Representatives of the 
85th Congress which would provide permanently for payments in lieu of taxation 
on certain classes of industrial property owned by the Federal Governnrent; and 

Whereas a Michigan statute does attempt to provide, according to a United 
States Supreme Court decision of March 3, 1958, for the taxation of a user interest 
in certain classes of federally owned property which might be considered to give 
some protection for local units of government which have been receiving pay- 
ments in lieu of taxes: Therefore, be it 

Resolved, That the Adrian City Commission considers it to be in the best inter- 
ests of the city of Adrian to request the Congressmen representing Michigan to 
give their wholehearted support to permanent legislation as provided in H. R. 
9525, or a continuation of Public Law 388; and be it further 

Resolved, That the city clerk submit to each Congressman representing the 
State of Michigan a certified copy of this resolution. 

Adopted unanimously at city commission meeting of April 28, 1958. 


Chairman Dawson. Mr. Brownson, any questions you would like 
to ask the witness? 

Mr. Brownson. No, Mr. Chairman, since I am here to advocate 
my own bill H. R. 9571 which is identical to H. R. 9525, I have 
nothing but praise for the splendid testimony of the witness. 
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Chairman Dawson. That is rather an unusual position, isn’t 
it? 

Congressman Mumma, did you have any questions you would like 
to ask the witness? 


STATEMENT OF HON. WALTER M. MUMMA, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Mumma. | would like to talk about a minute. 

We have a defense plant in Lebanon, Pa. It is a Navy plant and 
it was operated by the Navy during the war and after the war they 
entered into a lease with the Kowani Boiler Co. subject to terms 
which were satisfactory and through them and probably this law, 
they secured money in lieu of tax money which covered them. 

They were amply repaid. Then the Kowani people came up and 
canceled their lease and the facility was offered to the different. parts 
of the Government. It was put up for sale and the Civil Defense 
Administration took this property for a warehouse and instead of 
employing a hundred men which the private industry does, it has 
4 or 5 men there and it has affected the little tax they could get from 
an employee but they would like to be assured that this in lieu of 
taxes, would continue under the occupancy of the building by the 
Civil Defense Administration and | certainly hope that the bill will 
be passed because I think George Meader’s statement has been very 
fair and if Brownson agrees with it, I think it must be fair. 

Chairman Dawson. Congressman Lane, did you have any questions 
you would like to ask this witness? 

Mr. Lane. No, sir, I would like to make a statement when you get 
around to it. 

Chairman Dawson. I thought someone would take exception to the 
picture that Mr. Meader drew of the Federal relationship with the 
local governments. I didn’t know they were antagonistic. 

Mr. Mumma. They haven’t been in Lebanon. 

Chairman Dawson. I thought we wanted a strong Central Gov- 
ernment—one nation. 

Mr. Mumma. I hope you will favorably consider the bill. Thank 
you for the opportunity. 

Mr. Brownson. You know a man can be married to a very lovely 
woman and have a very harmonious marriage but they can argue 
about economics once in a while. That may be the relationship of the 
Government with the municipalities in this particular case. 

Respectfully the municipalities reserve the right to argue about 
getting their housekeeping funds. 

Chairman Dawson. The municipalities, I take it, would be the 
woman in the case. 

Mr. Brownson. That is probably right because there is the house- 
keeping responsibility involved. 

Chairman Dawson. Mr. Michel, you didn’t hear Mr. Meader’s 
statement, but do you wish to question him on that? 

Mr. Micuev. I haven’t had an opportunity to read it, but I am 
sure, knowing of Mr. Meader’s service on the committee, he is fair 
in what he says. 

Chairman Dawson. Congressman Macdonald. 








PAYMENTS IN LIEU OF TAXES 15 


Mr. Macponarp. I have no questions to ask. I think it is a 
wonderful statement and I hope to put in a statement in the record 
along similar lines myself in a few moments. 

Chairman Dawson. Who wants to put in statements and not 
testify? We will be happy to have you testify. It will take a few 
minutes to get around to it. I am delaying now and passing a little 
time for Congressman Brown to return from his phone call. He 
heard Mr. Meader’s statement and I think we should give him an 
opportunity to question our colleague and fellow members of this 
committee. 

Mr. Potanp. The Borg-Warner case as I read it, is a tax upon the 
benefieial use on the part of an occupant of Government property. 

Does the limitation on page 5 of your bill, that no payment shall 
be made under section 803 with respect to any real property which is 
taxable by any State or local taxing authority under any provision 
of law, prevent a double assessment of taxes when the other tax 
would be on the beneficial use and not on the real property? 

Mr. Meaper. | would rather Mr. Menger be permitted to answer 
that question directly. 

Mr. Mencer. | don’t know the answer to your question. The 
same question is presently involved in Public Law 388, as to whether 
or not payments in lieu of taxes are made where there is also a tax on 
the user of the property. 

Mr. Po.tanp. This limitation is to strike out tax liability in cases 
of payment in lieu, but retain the possibility of tax liability in cases 
of a tax on beneficial use. 

Chairman Dawson. Congressman, did you have any questions to 
ask your distinguished colleague? 

Mr. Brown. | have to leave in just a minute because of the Rules 
Committee. As I understand your legislation, Mr. Meader, it would 
make permanent that which we are now doing under law and, perhaps, 
clarify the present law a bit as to the payment of taxes on those plants 
that have been turned over to private industry. 

Isn’t that in line with the same policies that the Congress has enun- 
ciated for the Federal Government, itself, in connection with impacted 
school districts? There we have the Federal Government paying 
into the school districts where they brought a great many students in, 
contributions in lieu of taxes to help support the schools in that area 
Isn’t that correct? 

Mr. Meaper. | think it is in line with the general policies of helping 
or paying the Federal Government’s share. I like to think of it as a 
debt that the Federal Government owes to these municipalities for 
the services that they render, and you are correct in saying that this 
bill, H. R. 9525, is essentially a continuation of Public Law 388 by 
making that law, which was temporary, a permanent law, but it is 
somewhat different in that Public Law 388 was confined only to RFC 
properties. 

Mr. Brown. I understand. You clarify and strengthen that law. 

Mr. Meaper. That is right. And make it permanent. 

Mr. Brown. Thank you. I hope you will go ahead with your 
hearing. 

Mr. Meaper. If I may direct myself to Mr. Poland’s question for 
a moment, I think he was raising the question whether it would make 
possible double taxation. 
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Mr. Potanp. That is right. 

Mr. Muanper. So, essentially, local taxes would be paid twice on 
the same property. 

Mr. Pouanp. Yes. 

Mr. Meaper. I don’t have the draft of the Michigan statute before 
me, but my understanding of that statute is that it applies only where 
no payments in lieu of taxation are made by the Federal Government, 
so that the user interest is taxed only where the tax has not been 
covered by payment in lieu of taxes. 

Mr. Potanp. I have a copy of the Michigan statute here, and that 
- is a correct reading of the statute, but my question was as to whether 
H. R. 9525 provides for the same exemption in reverse. 

Mr. Meaper. It says on page 5, line 3: 

No payment shall be made under section 803 with respect to any real property — 

(1) which is taxable by any State or local taxing authority under any 
provision of law or with respect to which any payment in lieu of taxes is 
payable under any provision of law other than this title. 

That is the reference you made? 

Mr. Potanp. That is right. 

Mr. Meaper. Your question was whether a user tax had been paid 
on the same real estate. 

Mr. Potanp. Not on the same real estate, but on the beneficial use 
of the real estate. 

Mr. Meaper. On the same land; all of the various rights which may 
be bound up in a particular piece of land and its improvements. Ifa 
user tax had been paid, would that come under this provision which 
would prohibit a payment in lieu of taxes where it be made? 

Mr. Potanpn. That is right. 

Mr. Mraperr. My intent would be that no payment in lieu of taxes 
should be made upon real estate owned by the Federal Government 
where a local tax had been paid on that same parcel of land or any right 
therein. 

Mr. Potanp. I only asked the question——— 

Mr. Meaprer. Maybe the language should be clarified in the light 
of the Supreme Court’s decision upholding the Michigan act and, as 
you may note, this bill was filed August 29, 1957, before the Supreme 
Court had passed on the Michigan act and upheld its V alidity, but I am 
certain that all of us would do anything that was necessary in the way 
of draftsmanship to prevent taxes being paid twice on the same piece 
of property. 

Chairman Dawson. Did the Government appeal from your case 
in Michigan? 

Mr. Msaper. This was a decision of the Supreme Court of the 
United States on March 3, 1958. I understand that, in that par- 
ticular case, the Government did not ask for a rehearing. I believe 
I am correct about that. 

Chairman Dawson. Have the gentlemen with you any questions 
you would like to put before this committee? 

Mr. McPuait. No; they have the statement there. I will be glad 
to answer any questions. 

Chairman Dawson. The statement will be received in evidence. 
We will now hear from Mr. Lane. 
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STATEMENT OF HON. THOMAS J. LANE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Lane. Mr. Chairman, members of the Committee on Executive 
and Legislative Reorganization, first, Mr. Chairman, may I extend 
to you my thanks to your committee for this opportunity to make a 
brief statement here this morning on what I consider to be a very 
important matter, especially to the district that I have the honor of 
representing. 

I, first, want to compliment Congressman Meader on his statement 
here in bringing this matter again to the attention of the Congress 
and, of course, he was the one that was so helpful to us the last time 
we presented this matter before your honorable committee, Mr. 
Chairman. 

I want to say that I have a bill, of course, like many other com- 
panion bills to Congressman Meader’s, filed similar to his bill and, of 
course, endorses the Meader bill for permanent legislation and, as he 
well stated, the purpose of this bill is to amend the Federal Property 
and Administrative Services Act of 1949 to provide for making pay- 
ments in lieu of taxes with respect to certain industrial manufacturing 
plants owned by the United States. 

We have already recognized the need for such legislation through 
Public Law 388, which expires on January 1, 1959. The objective of 
my bill is to make that recognition permanent. 

Unless this is done, communities that are now receiving payments 
in lieu of taxes, such as the two represented here this morning by 
their able officials, Mayor Crowley, of Everett, Mass., and Mayor 
Costin, of Lynn, Mass., will be cut off from this legitimate revenue 
after January 1, 1959, unless a temporary extension is provided for 
by law. 

With the increasing costs of local government, as compared. with 
their limited sources of tax revenue, this loss would have an effect 
far more serious than the amount of money involved. The loss would 
have to be compensated for through higher tax rates for the individual 
and industrial taxpayers in the community. 

This, of course, does not apply to property such as post offices. 

The bill specifies that no payment shall be made under section 803 
with respect to any real property— 
(2) unless such property (A) was acquired by the United States after December 31, 
1945, or (B) was owned by the Reconstruction Finance Corporation (as defined 
in section 702) after December 31, 1945, notwithstanding any subsequent transfer 
thereof from such corporation to any Government department or person. 

I would like to emphasize that the bill covers “certain industrial 
manufacturing plants owned by the United States.”’ 

And to eliminate their tax-exempt status. This would induce 
Federal agencies like the Department of Defense to relinquish surplus 
property and apply the proceeds to reduce the public debt or to 
reduce Federal taxes. 

Until such time, they should make payments in lieu of taxes, and 
this principle should be firmly recognized through Federal legislation 
that is permanent. 

I feel as Congressman Meader and other witnesses here feel, that 
the Government has already had ample time to work out this situa- 
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tion here and, of course, I am surprised again to hear their adverse 
support on the Meader bill as sent to your committee. 

For that reason, I have another bill filed here that extends that 
for a short period of time although I am interested in permanency, 
because as has been said here before, the interested parties shouldn’t 
be put to the trouble of coming back and forth from time to time 
trying to get what rightfully belongs to them. 

Public Law 388, providing payments in lieu of taxes on industrial 
properties formerly owned by the Reconstruction Finance Corpora- 
tion, to local governments where such properties are located, expires 
on January 1, 1959. 

H. R. 12165 will extend that deadline by 2 years, and thus preclude 
the possibility that communities will be cut off from the payments 
they have been receiving under Public Law 388. It is important that 
we pass this legislation as soon as possible so that the communities 
involved will know where they stand. 

Nearly 100 plants are covered by this legislation, and they are 
located in many congressional districts, in 24 different States. 

Speaking of my own district, I would like to bring to your attention 
the fact that the city of Lynn in Massachusetts, received during the 
year of 1957, the sum of $22,830.08 for payments in lieu of taxes on 
General Electric-Air Force plant No. 29, and $100,011.94 on the naval 
industrial reserve gear plant No. 2. 

We recall the numerous plants that were built by the defense plants 
subsidiary of the Reconstruction Finance Corporation during World 
War2. They were part of the Government’s $15 billion crash program 
to expand the Nation’s industrial capacity in that emergency. The 
demands of the cold war have continued that need at a substantial 
level. 

These plants took over valuable space in many communities. Local 
governments had to spend considerable money to provide essential 
services. These extra burdens they assumed, were not compensated 
for through the usual channels of taxation. The rest of the taxpayers 
in the community had to pick up the tab. This was manifestly unfair. 
Public Law 388 sought to remedy that inequity. 

Time, however, is running out and unless we extend the provisions 
of Public Law 388 for at least another 2 years, the communities were 
such plants are located will be back where they started from and will 
be deprived of those revenues which properly belong to them. 

I reiterate that this legislation provides only for payments in lieu 
of taxes on industrial manufacturing plants owned by the United 
States Government. It does not apply to conventional Government 
agencies. 

Industrial manufacturing plants owned by the United States Gov- 
ernment should pay a fair share of the cost of local services, and this 
obligation should not go by default when Public Law 388 expires. 

To make certain that this shall not happen, I ask for approval of 
H. R. 12165, that provides for a 2-year extension. 

Otherwise, a number of communities will be cut off from legitimate 
compensation for the services they provide to such plants. Mr. 
Chairman, I have here the mayor of the city of Lynn, Mass. I would 
like to have him have an opportunity to make a statement and have a 
few words whenever the Chair gets around to it, Mayor Thomas 
Costin of Lynn, Mass. 
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Chairman Dawson. Mayor Costin, we will call you just a little 
later. Any questions? 

Mr. Micuex. No questions. 

Mr. Fasceiu. No questions. 

Chairman Dawson. I would like to raise this question. Would any 
of these communities get rid of these Government installations if 
they could? To my mind it seems to me that a Government installa- 
tion by virtue of the people employed in those industrial plants would 
bring to you wealth that would far exceed the amount of taxation. 

Mr. Brownson. May I speak to that question. The point is that 
these plants are presently operated by private contractors in a Govern- 
ment plant. These private operators in my particular case are the 
Allison Engineering Division of General Motors which is a fine corpo- 
ration in which we have a great deal of community pride. Yet, 
they sit in the anomalous situation where they would be paying local 
tax on roughly two-thirds of their plant which they own themselves. 
Here is the other third of the plant which was built with funds de- 
rived from the Federal Government which would bring no tax revenue 
into the local government without legislation such as this. 

Chairman Dawson. Who holds title? 

Mr. Brownson. The Department of the Air Force holds title to 
the Government-owned plants at the present time. On that basis 
this plant which constitutes over a third of their operations, 2,149,000 
square feet, in which the title is held by the Department of the Air 
Force requires the same municipal services exactly as the tax paying 
balance of their facility. 

Chairman Dawson. But they bring a benefit to the community. 

Mr. Brownson. So does the other two-thirds. They have a 
larger payroll there than this one. You list as your only alternative 
the fact that if the Government did not operate these, on these plants 
there would be no employment and no benefit there. This is not 
necessarily true and would not necessarily be true over a period of 
years. Soin order—what you have in most of these plants is a Govern- 
ment contractor operating a plant which is a Government-owned 
facility in many cases operating it in the same general complement 
of industrial plants that includes his other sunediel owned plants and 
your township and local officials can’t see why that additional burden 
should be placed on the township or on the locality for the plants in 
which the title is transferred to the Air Force. 

Chairman Dawson. Why are you Congressmen so anxious always 
to get a Government installation in your districts? 

Mr. Brownson. For the very simple reason that they naturally do 
provide employment, but there is no reason why the local community 
should be taxed unduly in order to have that employment provided. 
It is subsidizing in one sense of the word the Federal Government. 
While we have great, deep, and abiding love for the Federal Govern- 
ment, we have noticed that the subsidy for the Federal Government 
need not come at the expense of local elements of government which 
are having a most difficult time meeting the services that are required 
by their proposal without their real estate tax becoming confiscatory. 

Chairman Dawson. Mr. Fascell—— 

Mr. Fascexti. Mr. Brownson, I quite agree with that last statement, 
the difficulties that most municipalities find themselves in if they re- 
strict their taxing powers to either ad valorem tax or excise tax or 
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combinations of both or the usual course of municipal levies. But the 
thing that disturbs me about this matter is the idea that we would 
change the whole formula of the concept of Federal-State and mu- 
nicipal relationships in dealing with a governmental instrumentality. 
For example, I would far rather that the plant was sold to a private 
operator and let him operate and make a profit and pay taxes and I 
am sure you would too. 

Mr. Brownson. That is right, too. 

Mr. Fascrett. The mere fact that you have a plant technically 
owned by the Government and actually operated by the private 
operator would seem to me to be a tenuous proposition for changing 
the relationship between a Federal and State Government on the 
question of taxes. If you do it in this case—there is good equity in 
the case presented——if you do it here what will prevent you from doing 
it in the next one? 

Mr. Brownson. This does not change the relationship in any way. 
When these plants were owned by the Defense Plant Corporation 
many of them paid taxes. It was only when they were transferred 
to the armed services that they stopped paying taxes. The principle 
of paying taxes on these plants has been established for a long period 
of time. 

Mr. Fascetu. I am not sure I agree with that principle. The fact 
that we made an error is no reason to compound it. 

Mr. Brownson. I would agree that these plants might be sold 
and operated by private hands. What the reserve commitments are 
I don’t know. For some reason the armed services desire to hold 
onto the title of these plants. I have no way of questioning their 
wisdom in the overall defense of the country for their doing that. 
As long as they want to do that I don’t see why the township and 
county in which that plant is located should be asked to subsidize 
that defense determination of the Department of Defense, that is 
essentially what they are doing if the plant receives the services and 
the Federal Government doesn’t pay for it. 

Mr. Fascetu. Do you think that the logic of this argument would 
be affected in any way if the plant was not operated? Let’s assume 
the plant is closed down, the Government still has title. 

Chairman Dawson. Don’t close them down. 

Mr. Brownson. Of course, I for a long time have wondered if 
some of the relationships of the Federal Government in surplus 
properties with communities and States would not be improved if 
when these plants were forced down they were forced to make a 
payment in lieu of taxes, then the Federal Government might divest 
itself of some of these surplus properties at a more rapid rate of speed 
than they do now. They have a tendency to play squirrel and store 
these things up. If they had to justify a taxpayment every year 
on that piece of property, which was not being used for production 
in any case, they might be more zealous in their attempts to get it off 
their paper and on somebody else’s paper. 

Mr. Fasce.u. I think that is logical. You draw a clear distinction 
between industrial properties and other governmental properties. 

Mr. Brownson. Yes; as does this legislation. 

Mr. Fasceuu. The reason for that is that it is presumed that the 
property would be in operation. 
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Mr. Brownson. Or that the Government would have divested itself 
of that property as surplus. 

Chairman Dawson. Mr. Michel. 

Mr. Micueu. No questions. 

Chairman Dawson. Mr. Macdonald. 


STATEMENT OF TORBERT H. MACDONALD, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Macponatp. No questions. I think, as a matter of fact, in 
my statement I have a concrete illustration of what happened in 
Everett, Mass., which will answer Mr. Fascell in more detail than I 
would like to take right now. 

Mr. Fasce.t. I will be glad to hear it. 

Chairman Dawson. We will hear from Mr. Macdonald at this time. 

Mr. Macponatp. Thank you very much. I appreciate the oppor- 
tunity to come here and I have with me the mayor of Everett, Mass., 
Mayor Crowley, who has lived with this problem perhaps as long as 
anyone in Massachusetts. He has had a problem in the city of 
Everett which I will use for an illustration why I think that this—— 

Chairman Dawson. He was down with us 2 years ago when we 
passed this law for the first time. 

Mr. Macpona.p. Yes, he was. He has been here since the inception 
of similar legislation, 

In my own district we have received three payments and I know 
how important they have been to the city of Everett. On March 30, 
payments were made which amounted to almost $90,000, October 17, 
1956, $92,000, October 18, 1957, $94,000. These are payments, and 
modest payments at that, for the fire, police, streets, water, and 
sewerage services provided by the city of Everett to the plant known 
as Air Force plant No. 28. This plant, and the area surrounding it, 
was owned by the General Electric Corp. from 1911 to 1941. During 
this entire period GE paid taxes to the city of Everett. In 1941 the 
area was acquired by the Defense Plant Corporation, and transferred 
in 1945 to its present Government corporation, the Reconstruction 
Finance Corporation. During this period, too, taxes were paid to the 
city by the Defense Plant Corporation and later the Reconstruction 
Finance Corporation. In 1948 the property, assessed by then at a 
value of $1,905,000, was conveyed to the Air Force of the United 
States by the purely paper “sale” under the provisions of Public Law 
364, 80th Congress, on a nonreimbursable basis. 

General Electric continued to operate the plant as before. But, 
suddenly, under the new straw owner, the Air Force of the United 
States, this valuable property yielded no more tax revenue to the 
city. Until Public Law 388 of the 84th Congress went into effect, 
the city of Everett received not 1 cent of taxes for this property, 
assessed at nearly $2 million. This was manifestly unfair to the 
people of Everett and the other five major industrial plants of the 
city who continue to pay taxes. 

Obviously this situation is unfair and I think that the law should 
be made permanent. I am not going to repeat much of the informa- 
tion that has been given by Mr. Meader and my colleague from 
Massachusetts, Mr. Lane, and others, but I would like to point out 
that in an era in which the power and authority of the Federal Govern- 
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ment are growing at a tremendous, not to say alarming rate, my bill 
represents a small step in the direction of proper recognition of the 
dignity and importance of the State and local governmental units and 
their functions. It confirms and broadens the principle that the 
Federal Government must pay its fair share of the cost of services 
rendered by local governments. Payments in lieu of taxes by the 
Federal Gover nment enable local c ommunities to provide the essential 
municipal services, such as fire and police protection, water, sewage 
disposal and street maintenance without casting an undue burden on 
their own citizens. In the city of Everett, for example, there is no 
reason why its citizens, most of them working people, should have to 
pay for the cost of all these services to the Air Force plant operated 
by General Electric. They must not be made again to subsidize the 
United States Government, as owners of this plant, or the General 
Electric Co., which operates the plant for company profits. 

My bill, in a word, is a small but significant step toward assuring 
the continued vitality and independence of those units of our Govern- 
ment which are closest to the people. 

One time during the period the General Electric was paying no tax, 
they had the guts to call on the Everett police to furnish them with 
around the clock protection against a strike that was going on in the 
city of Everett at that time, although they were paying absolutely 
n> taxes. I think there is another reason which hasn’t been mentioned 
waich is an inherent advantage in the bill. 

There is a further advantage inherent in my bill which should be 
mentioned. If agencies are required to make payments in lieu of 
taxes on properties benefiting from services by local governments 
and have to justify the amounts of those payments to congressional 
committees, retention of property no longer needed for any legitimate 
Government purpose may be curtailed or eliminated. W here such 
properties are found actually not to be essential to the Government, 
they should be declared surplus and liquidated, so that the capital 
investment by the Government they represent can be used either to 
reduce the public debt or to contribute to reduction in taxes. 

Before concluding, Mr. Chairman, I would like to mention very 
briefly the recent United States Supreme Court decisions that were 
handed down on March 3, 1958, that deal with intergovernmental 
tax immunities. 

As you know, the test cases on which the Court rules all arose in 
Michigan. The Borg-Warner case is the one that interests me the 
most as it is more directly applicable to the position in Everett, 
Mass., because there we are basically concerned with real estate. In 
the Borg-W arner case the United States Supreme Court upheld a 
statute specifically designed to tax private firms in possession of ie 
exempt real property used in connection with a business conducted 
for profit. 

This decision came down in a7 to 2 majority. 

It would seem that the Borg-Warner decision was only an interpre- 
tation of the Michigan law and in the absence of any such law in 
Massachusetts and in the absence of in-lieu-of-taxes legislation 
federally the city of Everett could not collect from the General Electric 
Co. a sum equivalent to the real-estate tax upon the property. 

I personally feel that these Supreme Court decisions will create 
fiscal and administrative problems for the Defense Department. 
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They are also bound to complicate the budgeting and appropriations 
process and will make Congress’ job more difficult. 

As far as the local governments are concerned they will be troubled 
by the uncertainty of the rules laid down, as well as the possible 
inequities in distribution of the Federal funds paid out in State and 
local taxes. By enacting my bill, H. R. 9584, these problems can be 
avoided. The passage of this legislation would result in a clarifica- 
tion of the law in this field without depriving State and local govern- 
ments of needed revenue. It is therefore my earnest hope that this 
committee and the Congress will consider favorable this most impor- 
tant legislation at the very earliest possible moment. 

Thank you, Mr. Chairman, for having heard me and I would like 
at sometime to have Mayor C rowley of Everett be heard from. 


Chairman Dawson. Your full statement will be introduced into the 
record. 


Mr. Macponauip. Thank you. 
(The prepared statement of Mr. Macdonald follows:) 


STATEMBNT OF Hon. TorBERT H. MAcpDONALD, A REPRESENTATIVE IN CONGRESS 
FROM THE STaTE OF MASSACHUSETTS 


Mr. Chairman and members of the Subcommittee on Executive and Legislative 
Reorganization of the House Committee on Government Operations, I am grateful 
for the opportunity extended to me by your committee to present my views on 
my bill, H. R. 9584, which amends the Federal Property and Administrative 
Services Act of 1949, so as to provide for making payments in lieu of taxes with 
respect to certain industrial manufacturing plants owned by the United States. 
This bill is in principle the same as H. R. 9525 and several other bills that have 
been introduced by other Members of Congress. 

As the members of this committee are aware, the issues invol’ed in my bill are 
not new. In fact, the basie principle in my bill was firmly established 3 years 
ago when the Congress passed a bill identical to one I introduced which became 
Public Law 388 signed by the President on August 12, 1955. That act requires 
the Federal Government to make payments in lieu of taxes on Federal property 
formerly owned by the Reconstruction Finance Corporation or any of its sub- 
sidiaries, title of which had remained continuously in the United States. This 
has been operating successfully and has provided relief to municipalities, school 
districts, counties and townships throughout the Nation which had been severely 
handicapped because of the services they were rendering for which the Federal 
Government was making no contribution. Under this law, individual com- 
munities have received contributions up to nearly a million dollars as payments 
in lieu of taxes for industrial property within their jurisdiction owned by the 
Federal Government. 

In my own Massachusetts Kighth Congressional District I know personally of 
the great immportance which the payments to the city of Everett have been to 
that city. On March 30, 1956, these payments amounted to $87,438. On 
October 17, 1956, $92,807 was received in lieu of 1956 taxes, and on October 18, 
1957, $94,341 in lieu of 1957 taxes. These are payments, and modest payments 
at that, for the fire, police, streets, water, and sewerage services provided by the 
city of Everett to the plant known as Air Force plant No. 28. This plant, and 
the area surrounding it, was owned by the General Electric Corp. from 1911 to 
1941. During this entire period GE paid taxes to the city of Everett. In 1941 
the area was acquired by the Defense Plant Corporation, and transferred in 1945 
to its parent Government corporation, the Reconstruction Finance Corporation. 
During this period, too, taxes were paid to the city by the Defense Plant Corpora- 
tion and later the Reconstruction Finance Corporation. In 1948 the property 
assessed by then at a value of $1,905,000, was conveyed to the Air Force of the 
United States by the purely paper sale under the provisions of Public Law 364, 
80th Congress, on a nonreimbursable basis. General Electric continued to operate 
the plant as before. But, suddenly, under the new straw owner, the Air Force 
of the United States, this valuable property yielded no more tax revenue to the 
city. From September 7, 1948, until Public Law 388 of the 84th Congress went 
into effect, the city of Everett received not one cent of taxes for this property, 
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assessed at nearly $2 inillioi. This was manifestly unfair to the people of Everett 
and the other five major industrial plants of the city who continue to pay taxes. 

In an era in which the power and authority of the Federal Government are 
growing at a tremendous, not to say alarming rate, my bill represents a small step 
in the direction of proper recognition of the dignity and importance of the State 
and local governmental units and their functions. It confirms and broadens the 
principle that the Federal Government must pay its fair share of the cost of 
services rendered by local governments. Payments in lieu of taxes by the Federal 
Government enable local communities to provide the essential municipal services, 
such as fire and police protection; water, sewage disposal, and street maintenance 
without casting an undue burden on their own citizens. In the city of Everett, 
for example, there is no reason why its citizens, most of them working people, 
should have to pay for the cost of all these services to the Air Force plant operated 
by General Electric. They must not be made again to subsidize the United 
States Government, as owners of this plant, or the General Electric Co., which 
operates the plant for company profits. 

My bill, in a word, is a small but significant step toward assuring the continued 
vitality and independence of those units of our Government which are closest to 
the people. 

There is a further advantage inherent in my bill which should be mentioned. 
If agencies are required to make payments in lieu of taxes on properties benefiting 
from services by local governments and have to justify the amounts of those pay- 
ments to congressional committees, retention of property no longer needed for 
any legitimate Government purpose may be curtailed or eliminated. Where 
such properties are found actually not to be essential to the Government, they 
should be declared surplus and liquidated, so that the capital investment by the 
Government they represent can be used either to reduce the public debt or to 
contribute to reduction in taxes. 

Before concluding, Mr. Chairman, I would like to mention very briefly the 
recent United States Supreme Court decisions that were handed down on March 
3, 1958, that deal with intergovernmental tax immunities. As you know, the 
test cases on which the Court rules all arose in Michigan. The Borg-Warner case 
is the one that interests me the most as it is more directly applicable to the posi- 
tion in Everett, Mass., because there we are basically concerned with real estate. 
In the Borg-Warner case the United States Supreme Court upheld a statute 
specifically designed to tax private firms in possession of tax-exempt real property 
used in connection with a business conducted for profit. 

It would seem that the Borg-Warner decision was only an interpretation of 
the Michigan law and, in the absence of any such law in Massachusetts and in the 
absence of in-lieu-of-taxes legislation federally, the city of Everett could not 
collect from the General Electric Co. a sum equivalent to the real-estate tax upon 
the property. 

I personally feel that these Supreme Court decisions will create fiscal and 
administrative problems for the Defense Department. They are also bound to 
complicate the budgeting and appropriations process and will make Congress’ 
job more difficult. As far as the,local governments are concerned they will be 
troubled by the uncertainty of the rules laid down, as well as the possible in- 
equities in distribution of the Federal funds, paid out in State and local taxes. 
By enacting my bill H. R. 9584 these problems can be avoided. The passage of 
this legislation would result in a clarification of the law in this field without de- 
priving State and local governments of needed revenue. It is therefore my 
earnest hope that this committee and the Congress will consider favorably this 
most important legislation at the very earliest possible moment. 


Chairman Dawson. Any questions, Mr. Fascell? 

Mr. Fascetui. No questions, Mr. Chairman. 

Chairman Dawson. Mr. Michel—— 

Mr. Micuet. No. 

Chairman Dawson. Mr. Brownson—— 

Mr. Brownson. No questions. 

Chairman Dawson. Mr. Lane—— 

Mr. Lane. No questions. 

Chairman Dawson. Mr. Meader 

Mr. Meaper. No questions. 

Chairman Dawson. Nobody around here wants to take up for the 
Government. I think I had better be the Government’s advocate. 
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Mr. Meaper. Just for clarification, I understand that Massa- 
chusetts has no law similar to the law of Michigan which was passed 
upon by the Supreme Court. 

Mr. Macpona.p. That is right. 

Mr. Meaper. I might say that I have received a communication 
from the township of Muskegon which I believe will subsequently be 
submitted for the record by my colleague who represents that district, 
Congressman Griffin of Michigan, but at this point I might say that 
the attorney for the successful litigant upholding the Michigan law 
made a point which I think we could well consider and that ts that if 
some States have such laws and some do not, but the plants are in the 
same category, there will be discrimination against these communities. 

Chairman Dawson. There is nothing to prevent those States from 
passing such a law. 

Mr. Meaper. No; and they may be induced to do so. Until they 
do, this rather novel point was made by this attorney that the Con- 
tinental Motors Co. in Muskegon is at a competitive disadvantage of 
being required to pay taxes on their plant whereas perhaps the GE 
plant in Everett not having to pay those taxes could underbid the 
Continental Co. in Muskegon. 

Chairman Dawson. The States can protect themselves on that 

oint. 

: Mr. Macponaup. However, this is very difficult on a practical 
political level. We have three plants in Massachusetts that are 
affected by this bill: Lynn, Mass., and Everett, Mass., and a small 
plant in Grafton, Mass. Our State legislature is busy trying to solve 
its own tax problems and many other problems. It is a very difficult 
job to initiate this program and get it through the lower State body 
and then the State senate and have the Governor sign something that 
doesn’t really affect many people in Massachusetts. I think the 
problem doesn’t belong in the States; it belongs here with the Federal 
Government because the Federal Government created the problem 
in the first place. 

Mr. Brownson. Mr. Chairman, further on that line if this happens 
the Federal Government is going to be faced with a situation where 
they are facing slightly different legislation in every one of the 48 
States aside from making a paradise for attorneys I can see no great 
gain accruing to the Federal Government from having to adjust these 
operations to the interpretation written into the law by each of 48 
separate legislatures. 

r. Fascett. Why can’t you now require the private contractor 
to pay taxes when you write the contract? 

Mr. Meaper. The Defense Department could require its contractor 
to pay taxes. 

Mr. Fascety. Yes. 

Mr. Meaper. I think it could. 

Mr. Fascetit. Why don’t you suppose we ought to do it that way? 

Chairman Dawson. I don’t think the Federal Government ought 
to be at the will of the local community. 

Mr..Fascett. We are not talking about local communities, Mr. 
Chairman. I am talking about-a contractor that wants to do business 
with the United States Government, and an agency of government 
has the right to determine the terms of the contract. If a contractor 
wants to take it on that basis. 
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Mr. Brownson. How could you ever get a competitive bid on 
that basis? Unfortunately this always happens 

Mr. Fascetyi. Taxes are a fixed amount on the assessment roll. 

Mr. Brownson. Alson Engineering has a setup where they are 
doing 90 percent Government work. An awful lot of that Govern- 
ment work is developmental work under negotiated contracts. Their 
overhead in the long run is a matter that the Federal payment is a 
negotiated proposition. 

Mr. Fasce.i. Obviously, the Government will wind up paying 
the tax anyway. 

Mr. Brownson. They do. 

Mr. Fascexi. The only difference is that you at least preserve the 
fiction of immunity by doing it in the contract rather than establishing 
a congressional act which absolutely sets down for all time a precedent 
which may not be good. 

Mr. Mraprr. May I answer Mr. Fascell’s point, doing it by the 
method of requiring the Defense Department or any other contracting 
agency under these circumstances to include as a part of the contract 
a requirement that the contractor pay local taxes? The difficulty 
is that I think you would find just as much resistance to such a 
proposal on the part of the Defense Department as you would to this 
particular legislation, which they also oppose. I might say, in this 
connection, that even after Public Law 388 was signed by the Presi- 
dent the Defense Department dragged their heels in making those 
payments. Some of the officials—I understand informally—in the 
Defense Department said there was no penalty in Public Law 388 
but they were finally persuaded by the Counsel of the Department 
of Defense that this law was the will of Congress approved by the 
President and they better get busy and figure out the amounts and 
start making the payments. They had a little help from some of 
us on the Hill on that, too. But I would say that the result would be 
essentially the same. The Government would pay the contractor 
an additional amount. 

Mr. Fascexy. I agree with that. I recognize the argument you 
make. It is sound. Obviously the Defense Department doesn’t 
want to increase their budget by any means if they can avoid it. 
That doesn’t mean we ought to take the money out of one pocket 
and put it in another and kid ourselves that we are not doing some- 
thing that we are doing anyway. 

Mr. Meaper. If the contract were let to a contractor occupying a 
Government plant and another contractor was competing for the same 
thing that did not occupy a Government plant there might be some 
difference. 

Mr. Fasceiu. He would still have to pay taxes. 

Mr. Meaper. On the plant that he owned himself. 

Mr. Fascety. On the same rate and ratio that anybody else’s 
property would be. I am interested in giving relief to communities 
that are entitled to it. No question about that. All we are talking 
about now is the question of procedure. 1 would just as soon support 
a Federal tax law that follows the Michigan plan if you want to do it. 

Mr. Muaper. I would like to make one other observation. Any 
bill introduced to require such a provision to be incorporated in 
defense contracts would undoubtedly go to the Armed Services Com- 
mittee of the House rather than to this committee. 
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Mr. Fasceti. You don’t need legislation to do something as 
sensible as this. The administration ought to be doing it right now. 

Mr. Muaper. The Defense Department would never do it on their 
own volition. 

Mr. Macpona.p. I don’t pose as an expert in tax law but it is my 
understanding that in order to levy a tax you have to tax the owner. 
If the Government is the owner, you still have to put the tax on them. 
You can’t tax a user. 

Mr. Fascetu. I have drawn up hundreds of leases in which we 
required the lessee to pay the taxes on the property. 

Chairman Dawson. The power to tax is the power to destroy. You 
are not in favor of giving anybody the power within themselves to tax 
the Federal Government. ‘That is fundamental. 

Mr. Fascetu. We are agreed that the lessor should require the 
lessee to pay the tax. The question is how to do it. I think this 
legislation frankly that we pass from time to time we are just not 
facing up to the facts of life. 

Chairman Dawson. There has been a bill introduced to meet this 
situation. It is not before our committee. That bill did not come 
before our committee. It went to another committee. Is that right, 
Mr. Meader? 

Mr. Meaper. H. R. 2017. 

Mr. Henpeson. Yes. 

Mr. Meaper. It went to the Interior Committee. 

Chairman Dawson. Off the record. 

(Discussion off the record.) 

Chairman Dawson. I think you see the difficulty in establishing a 
principle where anybody has the right to tax the Federal Government, 
either State or community, or an individual. So we should bear in 
mind that we can’t pass any law and make it stick if it is going to im- 
pose a tax upon the Federal Government. 

Mr. Fasceuu. I am sure we can rewrite the thing to require the 
lessee to pay the taxes and it wouldn’t be tough to do. 

Chairman Dawson. The Supreme Court was careful in saying you 
could not tax the Federal Government and in dealing with these 
taxes we want to keep that in mind. We want to give temporary 
relief. 388 gave you temporary relief. We will do that wherever we 
can. I don’t think we should forget the fundamental principle in our 
exuberance that you can’t permit the Federal Government to be taxed 
as a matter of right. 

Mr. Meaper. Mr. Chairman, may I make another observation? 

Chairman Dawson. When you do that you hit at the very founda- 
tion of our form of government. 

Mr. Meaper. I agree with you completely. That is why we have 
made this payments in lieu of taxes legislation rather than to waive 
the sovereign immunity of the Federal Government. 

I want to mention one other thing—that some of the reports attack 
this legislation as piecemeal legislation. They say they want more 
comprehensive legislation. 

I would say it is piecemeal legislation in the sense that it selects out 
from all of the real estate that the Federal Government owns one 
category, namely, manufacturing plants, but with respect to manu- 
facturing plants owned by the Federal Government it is not piecemeal 
legislation. It could be said that Publie Law 388 was piecemeal 
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ae because it applied only to RFC properties, while there were 
other properties in the same essential situation which were not given 
the same treatment. 

Chairman Dawson. And it did not include all of those properties 
and I can conceive that there are many properties that could be 
brought under the reason why we passed the other and included in 
whatever we do but we have to approach it from the standpoint we 
can’t make anything permanent. 

Mr. Meaper. To the extent that I am familiar with the various 
classes of property owned by the Federal Government, I think this 
is about as far as the Congress should ever go. There are bills which 
would tax public lands. There are bills which would tax military 
reservations. I don’t know anybody who has proposed that we tax 
post offices locally. However, I don’t believe that as a matter of 
policy, we should go beyond the point of affecting Federal property 
where the Federal Government is doing essentially the same thing 
oe & private manufacturer is doing; namely, owning an industrial 
plant. 

Chairman Dawson. That was only because the Government got 
itself in that position in order to save the Nation and self-preservation 
is the first law of nature. We may go to war at any time and the 
Defense Department is not prepared to release all these installations 
that they made at that time for purposes of war and we want our 
thinking brought in along that line. Maybe the Defense Department 
is holding some property that they shouldn’t hold. That ought not 
to be. If the circumstances warrant it, but who is going to say so, 
other than the Defense Department? They know the shape they are 
in, and they know the shape we are in in the world and they can’t 
give them up. They can’t sell it. They can’t give it back. I think 
they ought to give some of it away, but can’t. 

Mr. Meaper. During the war when these plants were built for our 
self-preservation they were on the local tax rolls by act of Congress. 
If, during time of war, they were paying their share for local services, 
then, in time of peace, when the Government is holding onto them for 
future use, and leases them to private operators, some of whom do 
commercial contract work not only on Government contract but for 
commercial sales and profits, they should be paying their share. 

Chairman Dawson. Not the Government but the lessee. And that 
ought to be a part of the contract. 

Mr. Fascell. May I comment on this last observation of Congress- 
man Meader. I think it is only fair to point out the fact that under 
the prior system you had a Government-owned corporation which en- 
joys a legal fiction. It wasn’t the United States Government and, 
therefore, the law of immunity didn’t apply. When the transfer of 
title took place the law of immunity applied and you got into another 
set of circumstances. I agree with the gentleman that the successor 
should be put in the same shoes as the predecessor except for the fact 
that you run into the question of Federal immunity. We ought to 
be able to circumvent it in some way. 

Mr. Brownson. It may be that we made a mistake in not creating 
a Federal Corporation in the Air Force to hold these things so the 
sovereignty of the Federal Government would not be involved. 

Chairman Dawson. Certainly when you are talking about taking 
this temporary act and making it permanent you ought to do some 
more thinking. 
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Mr. Brownson. It is only permanent as long as Congress doesn’t 
find another solution. While the Defense Department is looking for 
another solution and we are looking for another legislative solution 
it puts us and the committee and the Congress in a rather analogous 
position renewing this thing every 2 years. Even permanent legisla- 
tion could very easily be rescinded at any time when an overall solu- 
tion was evolved. a9 

Chairman Dawson. You would establish a principle you couldn’t 
stand on if you made it permanent. 

Mr. Poland has a question. 

Mr. Potanp. As a matter of clarifying the phraseology of section 
803, I note that it reads that the Government departments shall pay 
to the appropriate State and local taxing authority an amount equal 
to the amount of the real property tax where an industrial manufac- 
turing plant is located on real property in the custody or control of 
any Government department. 

My inquiry is whether they could have custody and control without 
having title, whether they might be liable to taxes if they only had 
some interest entirely apart from title. 

Mr. Meaper. To whom were you addressing that question? 

Mr. Potanp. I will address it to you, Mr. Meader. 

Mr. Mraper. My understanding is that the title, the actual legal 
title, to any property of the United States is in the Government of 
the United States itself; that the Department is not in any condition 
to accept title. That is, the Defense Department doesn’t have title 
to anything. The legal title is in the Government of the United 
States but the Department has custody and control. 

Mr. Potanp. And it will be the Department that will make the 
payment under this act. 

Mr. Meaper. Yes. It would have to come out of the Depart- 
ment’s budget. They would have to present it to the Appropriations 
Committee. 

Mr. Fascell raised the point about RFC properties and Government- 
corporation-owned properties. I am not offering this as a legal 
opinion, although I have some very good advice here, that Congress, 
when it passed the law which gave RFC the right to build these plants 

rovided right in the law that the properties actually be subjected to 
ocal taxation. They didn’t provide for a payment in lieu of taxation. 
They provided in a sense for waiving the Federal Government’s 
immunity from taxation with respect to those properties and that 
possibly if that provision had not been nemegutiited: in the law and 
we had just set up a Government corporation without making any 
statement whatever about its being subject to local taxes that the 
Government corporation might be equally as immune as the United 
States Government itself if all the stock was owned by the Federal 
Government. 

Mr. Fasce.y. That is true. I don’t believe that question has ever 
been settled whether or not the sovereign’s powers flow into a Gov- 
ernment corporation as such. I don’t know of any case on that point. 
I doubt it. I don’t know what the test of sovereignty would be as 
against that corporation. 

Mr. Meaper. The corporation’s powers would be defined in its 
charter or the statute creating it. If nothing was said about the 
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powers of taxation by local governments, the presumption would be 
that the Federal corporation’s property would be immune. 

Chairman Dawson. Mr. Moerke, assistant city attorney of Mil- 
waukee. 

Mr. Brownson. Can I get about a 1-minute statement in? I will 
have to leave very shortly. 

Chairman Dawson. Certainly. 

Mr. Meaper. Mr. Brownson is here as a witness. 

Chairman Dawson. I didn’t realize that. 

Mr. Fascetu. I must apologize to the gentleman, also. 

Mr. Brownson. This legislation is of great importance to the 
district which I represent and to all of central Indiana. We have the 
Alson Engineering division of General Motors there under Public 
Law 288, which I worked with Mr. Meader to pass in the past and 
that explains my interest in his successor to Public Law 388, which he 
now has before the committee. These plants in our district have re- 
ceived payments in August 27, 1957, of $82,000; December 4, 1956, 
$82,000; June 30, 1957, $79,972, and January 15, 1958, $79,000. 

These plants—and I am not going to go into a lot of the testimony 
that has been given previously. I agree with Mr. Meader’s statement; 
Mr. Lane and Mr. Macdonald made excellent statements. These 
plants are quite frequently built in outlying areas, which places an 
extreme burden on this area which is just presently developing. These 
plants were built where they could locate them omnaiiahedere during 
the war without wrecking existing construction and in many cases 
they have thrown a very heavy burden on a comparatively small 
township that was unable to meet that burden without this type of 
help and without this type of just payment of the obligation incurred 
by the Federal Government for services rendered. 

As far as our local elements of government are concerned I hope to 
have a statement to insert in the record which is not yet here from Mr. 
Ober, our Marion County treasurer, and other Marion County officials, 
indicating that this whole situation has evolved to the great satisfac- 
tion of the local segments of the government. That is the reason I 
want to appear here today supporting my piece of legislation actually, 
but supporting primarliy the Meader legislation which is the one the 
committee is considering in order that we may have this made per- 
manent and that the local communities may have an opportunity to go 
ahead with their overall planning. We had a great conference here in 
Washington from the municipal planners from all over the world and 
one of their great criticisms was that our counties and our local ele- 
ments of government didn’t do enough long-range planning. With this 
sword of Damocles hanging over their heads and the possible removal 
of these types of payment in lieu of taxes, I can understand why for 
some of these townships directly involved in this legislation, long-range 

lanning is an extremely difficult thing until they are sure that this 
egislation or something like it is going to give them permanent reve- 
nues from these properties within their territory. 

(The letter referred to above follows:) 
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INDIANAPOLIS, May 20, 1958. 
Hon. CHar.tes B. BRowNson 


House of Representatives Building, 
Washington, D. C. 


Dear ConGreEssMAN: It is gratifying to learn of your interest in bill H. R. 9571 
to make Public Law 388 permanent as long as these facilities exist. 

Payments received during the past 3 years have been materially helpful in our 
county to offset the tax loss from a sizable property such as this if off the tax rolls. 

To be specific these funds have reduced our tax rate approximately 2 cents. 
You know we are having a hard time to hold the line on this rate. 

We know you will make every effort in behalf of this bill. 

Yours truly, 


C. 8. Oper, 
Treasurer of Marion County. 

Mr. Meaper. Will the gentleman yield? 

Mr. Brownson. I will be glad to yield. 

Mr. Meaper. In one of the statements presented by one of the 
representatives from my area it was pointed out that the interest 
rate on bonds they floated was higher because of the uneertainty of 
the continuation of these payments than it would have been if there 
had been permanent legislation. 

Chairman Dawson. Those statements will -be given consideration 
before we pass on any legislation. 

Mr. Brownson. In closing I want to thank the chairman and the 
committee for their consideration. 

Chairman Dawson. Would you submit yourself to questions; 
since you have testified? 

Mr. Brownson. I would be happy to. 

Chairman Dawson. Mrs. Harden, do you have any questions you 
would like to ask the witness? 

Mrs. Harpen. I haven’t any questions, but I would like to com- 
mend my colleagues, Mr. Meader and Mr. Brownson, for their 
interest in this legislation and I appreciate the fact that our chair- 
man has brought it to our attention and before the committee this 
morning and I feel that it is one step in the right direction. 

Chairman Dawson. Mr. Michel, did you have any questions you 
wanted to ask Mr. Brownson? 

Mr. Micuext. No questions. 

Chairman Dawson. Mr. Fascell 

Mr. Fascett. I have no further questions, Mr. Chairman. 

Chairman Dawson. You may go now. 

Mr. Moerke. 





STATEMENT OF EWALD L. MOERKE, JR., ASSISTANT CITY 
ATTORNEY, CITY OF MILWAUKEE, WIS. 


Mr. Moerke. Thank you, Mr. Chairman. I am Ewald L. Moerke, 
Jr., assistant city attorney of the city of Milwaukee, here on a matter 
of some great importance to the city of Milwaukee. We feel this is a 
very important matter, and I want to say that we appreciate very 
much the opportunity that the Chair has given myself to appear for 
and on behalf of the city of Milwaukee and present our situation 
which is somewhat unique. 

Other communities have their problems with this in-lieu payment 
of taxes. I will say we have gotten ourselves in a real box on this 
thing, and I want to explain a little bit what our situation is. 
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We have located on the east side of Milwaukee Air Force Building 
0058, which belongs to the Air Force and is operated by the AC Spark 
Plug Division of General Motors Corp. They do a lot of highly 
technical and highly secret defense work in that particular plant. 

I should like the committee to understand our tax situation in 
Milwaukee. Our assessment date is May 1 of each year, and the 
budget is figured on our assessment, and the taxes come due January 1 
of the year followmg. ‘The taxes which are assessed on May 1, 1954, 
become known as the 1954 taxes even though they are not collectible 
until 1955, and therefore they are for 1955 purposes. They relate 
entirely to the budget for the year 1955. ‘The first year we are con- 
cerned with is May 1, 1954. And the taxes which were assessed on 
May 1, 1954, which were due January 1, 1955, were paid to the city 
under protest on January 27, 1955. 

In other words, they weren’t delinquent. Prior to this, this facility 
was transferred from a taxable agency, the RFC, to the General 
Services Administration, a nontaxable agency in December 1953 and 
from then on to the Air Force in May of 1955. 

The city was not actually notified of the fact of this transfer until 
July of 1955. Even though the Department of the Government 
involved had notified the county registrar of deeds, it didn’t come to 
our attention personally until July of 1955. So the question came up 
as to whether or not those taxes should have been paid by the Govern- 
ment, whether this property was owned by the Government and 
whether by reason of that it should have been exempt and the Govern- 
ment took the position that the taxes were erroneously paid and they 
paid them under protest so they could raise the question. We took 
the position that the property was not exempt as of the date of the 
assessment, to wit, May 1, 1954, and the statutes of Wisconsin provide 
that if the Government wanted to recover these taxes paid under 

rotest they should have sued in 1 year. That is under Wisconsin 
aw. Furthermore, we said it was an academic difference in view of 
the fact that Public Law 388 was then in effect and in any event the 
Government either owed us the taxes or they owed us the in-lieu 
payment under Public Law 388. The Department of the Air Force 
wrote for a Comptroller General’s opinion on the points raised by us 
and he held first of all that the property was exempt. We can’t take 
too much exception to that. He also held that the statute of limita- 
tions doesn’t apply to the Federal Government and there again we 
can’t take too much exception to that. So, at any rate, they set the 
taxes off against the in-lieu payment which was due in January 1, 1956. 

The amount of taxes involved is approximately $40,000 a year. 
The Comptroller General held that no in-lieu payment was due under 
Public Law 388 on January 1, 1955, because of 704 (c) of Public Law 
388 which reads as follows: 

Nothing contained in this title shall establish any liability of any Government 
department for the payment of any payment in lieu of taxes with respect to any 
real property for any period before January 1, 1955, or after December 31, 1958. 

In other words, the Comptroller General said to us this: You call 
them 1954 taxes, therefore, they are 1954 taxes even though they are 
for 1955 purposes and they become due January 1, 1955. Therefore, 
no in-lieu payment is due the Government to you for the 1954 taxes. 

So we were out on the 1954 payment. So then we said, Mr. 
Comptroller General, if that is your opinion, then since the law says 
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nothing contained in this title shall establish any liability for payment 
in lieu of taxes for any period after December 31, 1958, then we 
should get our in-lieu payment for the 1958 taxes which became due 
January 1, 1959. 

The Comptroller General says that is not so either. So here we are 
with a payment in lieu of tax bill under which we anticipated we 
would recover 4 years in-lieu payment and we are - going to re- 
cover 2 years. And the Comptroller General cited Mr. Meader’s 
testimony before the committee prior to this that it wasn’t a bill 
which we should have anticipated 4 years, that it was a bill we should 
have anticipated somewhat less, 2 or 3 years perhaps. 

We requested the Comptroller Generel to review his opinion, which 
he very kindly did on two different occasions but basically affirmed 
his position. Now I am giving you this background to show you how 
the public law operated with regard to Wisconsin. We don’t have 
legislation similar to Michigan’s where they can tax a possessory 
interest. There is no such law in Wisconsin. 

We are here to support Congressman Reuss’ bill which is H. R. 
10066, which is identical to Congressman Meader’s bill except that 
it changes the last sentence in the bill to 1958 instead of 1959. 

That would do this. 

Mr. Meaper. H. R. 10066? 

Mr. Morrke. Yes. So it would read nothing contained in this 
title shall establish any ability of any Government department for 
the payment of any payment in lieu of taxes with respect to any real 
property for any period before January 1, 1958. 

In other words, the bill would do this. As far as the city of 
Milwaukee is concerned, it would make this in-lieu payment con- 
tinuous except for the 1954 which the Comptroller General has ruled 
against us. Congressman Reuss has previously submitted some 
statements, I believe, and I have 25 or 30 extra copies of this statement, 
which I would like to leave with the committee clerk if the committee 
desires so that everyone can have a copy. 

Chairman Dawson. Fine. 

Mr. Moerke. Again I want to thank you very much for your kind 
attention and ask that if you please, you would report favorably on 
H. R. 10066. Thank you, Mr. Chairman. 

Chairman Dawson. We will take that under advisement. 

Any questions of the witness? 

Mr. Fascexu. Mr. Chairman. 

Did you ever get a determination as to when a tax is a tax? 

Mr. Moerke. Well, we argue the point frequently in court. I 
don’t know—the question is quite broad if I may say so. 

Mr. Fascetu. Under Wisconsin law, a tax is a tax for assessment 
purposes on May 1; it is a tax for lien purposes as of January 1 of 
the next year. 

Mr. Moerke. That is not correct. If I might explain the tax 
structure of Wisconsin, the tax laws of Wisconsin contain a provision 
which relates the tax lien back to the assessment date, that would be 
May 1 of the year. 

Mr. Fasce iu. Then under Wisconsin law for the purposes of assess- 
ment and for the purposes of lien, a tax is a tax on May 1? 

Mr. Morrke. That is correct. 

Mr. Fascetu. Of any given year? 
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Mr. Morrke. That is correct. 

Mr. Fasce ut. It is not collectible, however, until the beginning of 
January. 

Mr. Moerrke. That is right: 

Mr. Fascrtu. So collectibility has nothing to do with the tax, itself, 
because the lien dates back to the date of assessment? 

Mr. Morerkg. That is correct. 

Mr. Fasce.u. But the Comptroller didn’t rule that way? 

Mr. Morrke. No; he didn’t discuss that point. 

Mr. Fascetu. I can’t quite follow the basis or the logic for the 
ruling to say in one case it applies on the first of the next year and you 
are not entitled to it and the other case you are cut off because it is 
past the deadline. 

Mr. Morrxe. If I can paraphrase the Comptroller General’s 
opinion, he said this, that the law provides that no in-lieu payment 
shall be made for any period prior to January 1, 1955, nor for any tax 
which becomes due after December 31, 1958. 

Mr. Fascreuui. Your tax became due after that period? 

Mr. Moerrke. That is correct. 

Mr. Meaper. Mr. Chairman. 

Chairman Dawson. Yes, Mr. Meader. Are you finished, Mr. 
Fascell? 

Mr. Fascexu. Yes, he has answered my question. The Comp- 
troller General ruled that a tax is a tax in Wisconsin on May 1. 

Mr. Moerke. That is right. 

Mr. Meaper. We tried in the preparation of H. R. 6182, which 
terminated in the legislation which became Public Law 388, to antici- 
pate every possible contingency and we thought we got them all. 
But this was an embarrassing development when we found Milwaukee 
was cut out of 1 year’s and possibly 2 years’ taxes under the bill. 

I took this up with Mr. Menger, who also gave some study to the 
Milwaukee situation when it was called to our attention by Mr. Reuss, 
and I asked him whether or not changing the date to January 1, 
1958, in section 804 (c) would have any other effect than to be 
certain that Milwaukee didn’t have a gap in its set of payments in 
lieu of taxes and if the chairman would permit, I wish Mr. Menger 
would explain it directly to the committee because by the time he 
explains it to me and I try to explain it for the record, I don’t think 
it will be very clear. 


STATEMENT OF JAMES M. MENGER, JR., ASSISTANT COUNSEL, 
OFFICE OF LEGISLATIVE COUNSEL, HOUSE OF REPRESENTA- 
TIES 


Mr. Mencer. The decision of the Comptroller General was as I 
recall it, based on the literal words of Public Law 388. Under that 
decision, Milwaukee would, if Mr. Meader’s present bill were enacted 
unchanged, possibly not receive payments for 1958 under Public Law 
388 or under Mr. Meader’s bill. That is Public Law 388 would apply 
for past periods and Mr. Meader’s bill would apply for future periods 
and Milwaukee would possibly not receive payments for 1 year in 
the middle. 

If the date, January 1, 1959, on page 5, line 18, of Mr. Meader’s 
bill, were changed to January 1, 1958, it would seem to me there would 
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be no duplicate payments made to any municipality by reason of 
language in the present section 704 of the Federal Property and Ad- 
ministrative Services Act, which says that payments are not made 
under title VII with respect to any real property where payments in 
lieu of taxes are made under any other provision of law. There would, 
possibly, be some cases to arise, in addition to the Milwaukee situa- 
tion, if the date, January 1, 1959, were changed to January 1, 1958, 
where the Milwaukee situation, with respect to assessing taxes and 
then collecting them in a later year, involves an industrial manufac- 
turing plant which was not former RFC property. 

I worked on Mr. Reuss’ bill and gave some study to trying to take 
care of the Milwaukee situation in it. The only change in Mr. Meader’s 
bill that seemed to me to be necessary to take care of Milwaukee was 
to change that date. 

Mr. Fascetu. May I ask a question? 

Chairman Dawson. Surely. 

Mr. Fasce.u. Without a definite prohibition of a duplicate payment 
in lieu of taxes in any given year, there might be a problem. In other 
words, what I am getting at is whether or not it be better, to be safe 
on the thing, to state affirmatively that no duplicate payment shall be 
made to any 1 municipality for any 1 piece of property for any given 
period of time. 

Mr. Menaer. I believe the present section 

Mr. Fascetu. Takes care of that. 

Mr. Menger. Yes, sir. I think the present law, together with 
language in Mr. Meader’s bill or Mr. Reuss’ bill, takes care of that. 
It is 804 (b) (1) of Mr. Meader’s bill and, also, Mr. Reuss’, and 1 
think it is section——— 

Mr. Meaper. 704 (b) (1). 

Mr. Mencer. Of the present law. 

Mr. Fascexu. And the present law expires as of December 31, 1958. 

Mr. Mencer. Yes, sir. 

Mr. Fascetu. It relates it specifically as to a tax. What is your 
opinion on how that relates? 

Mr. Menaer. Section 703 of Public Law 388 states: 





Where real property has been transferred on or after January 1, 1946, from the 
Reconstruction Finance Corporation to any Government department, and the 
title to such real property has been held by the United States continuously since 
such transfer, then on each date occurring on or after January 1, 1955, and prior 
to January 1, 1959, on which real-property taxes levied by any State or local 
taxing authority with respect to any period become due, the Government depart- 
ment which has custody and control of such real property shall pay to the appro- 
priate State and local taxing authorities an amount equal to the amount of the 
real-property tax which would be payable to each such State or local taxing 
authority on such date if legal title to such real property had been held by a 
private citizen on such date and during all periods to which such date relates. 


Mr. Fasce.u. Don’t you think the controlling language, however, 
is the phrase, “with respect to any period become due?” It doesn’t 
make any difference when the lien attaches or they are assessed; the 
question is: When do they become payable? 

Mr. MeEnGe_r. Yes, sir; the language in section 703, the introductory 
language, says on each date on or after January 1, 1955, and prior to 
January 1, 1959, on which real-property taxes become due, the pay- 
ments were made. In other words, you look to the date on which the 
taxes are due. 
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Mr. Fascexu. Getting back to the Wisconsin case, don’t you see? 
They couldn’t begin to receive under this law until January 1 of any 
given year, regardless of their State law. So, I can’t see where there 
is & loss of a year there. 

Mr. Meneaer. In the Milwaukee situation, sir, you have to read 
the language of 703. 

Mr. Fascuu. Yes. 

Mr. Meneer. Concurrently with the language of section 704 (c). 

Mr. Fasceuu. Right. 

Mr. Menecer. Which says nothing contained in this title shall 
establish any liability of any Government department for the payment 
of any payment in lieu of taxes with respect to any real property for 
any period before January 1, 1955, or after December 31, 1958. 

Mr. Fascetu. And the Comptroller interpreted those 2 statements 
to mean that the tax was due at 1 time, but was for a different period 
of time and, therefore, both provisions applied to Milwaukee? 

Mr. Menaer. Yes, sir. Mitweakee happened to be caught be- 
tween 704 (c) and 703. 

Mr. Fascexu. Thank you. 

a Meaper. May I ask a question of Mr. Menger, just to clarify 
this? 

Chairman Dawson. Yes. 

Mr. Mraper. I understand, from what you have just stated with 
respect to changing the date in H. R. 9525 from January 1, 1959, to 
January 1, 1958, that no properties on which payments in lieu of taxes 
had been made under Public Law 388 could be paid twice by reason of 
moving the date back 1 year; is that correct? 

Mr. Mencer. I would certainly interpret the language of your bill 
as reaching that result, and, also, the language of Mr. Reuss’ bill as 
reaching that result. 

Mr. Meaper. Then the only properties on which taxes might be 
paid if the date was moved back a year would be some of those prop- 
erties which had never belonged to RFC and were never covered under 
Public Law 388, but would be covered under H. R. 9525 because of 
the somewhat broader formula. 

Mr. Mencer. That would be my interpretation. In other words, 
changing the date would provide for payment to Milwaukee and other 
towns similarly situated with respect to former RFC property and 
also, provide for payments to municipalities with respect to industria 
manufacturing Lats where they assess their taxes like Milwaukee 
does, but it would only cover the periods after January 1, 1958, on an 
industrial plant which was not former RFC property presently covered 
by Public Law 388. 

Mr. Meaper. In other words, let’s take as a specific example Mr. 
Derounian’s plant up in Long Island, which was not eligible under 
Public Law 388 because, although it was an RFC property, it had 
been sold to a private purchaser and then a mortgage taken back 
and the mortgage was foreclosed and, because of that loss of continuous 
ownership, while the purchaser had ownership, it was not eligible 
under Public Law 388, but if we adopted 9525, with the date January 
1, 1959, in paragraph, say, 804 (c), 1958 instead of 1959, then Mr. 
Derounian’s plants might get 1 year’s taxes, but no more; is that 
correct? 

Mr. Mencer. I would so interpret the bill. 
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Chairman Dawson. Mr. Crowley, we certainly are glad to see you 
again and have you with us. I remember well when you were with 
us the last time. : 

Mr. Crowtey. Mr. Chairman, as you said,on July 13, 1955, I had 
the privilege of appearing before your committee on this same matter. 
You passed legislation good for 4 years, the theory being that in 
that 4-year period this Congress would come up with an omnibus bill 
but it never has, and now this matter is up before us again. The matter 
has been so well covered I would not like to be redundant, except to 
point out the fairness and equities in this were recognized by your 
committee and the House of Representatives and the Senators who 
passed it unanimously and the President approved and signed it, and 
now we have a Supreme Court ruling, 7 to 2, in the Borg-Warner and 
Continental Motors case on real estate, and I would like to quote 
Justice Black, who said that this tax was merely one imposed “‘on a 
parity using tax-exempt property for its own beneficial use and ad- 
vantage,’ and that is the case in the city of Everett. We are only 3.61 
square miles; a jetplane can fly over in 5 seconds. We have an indus- 
trial area, and we have 45,000 people crammed in the remaining area. 

It is because of the national defense of the whole country. We 
feel we have 6 industries and 5 of them pay taxes but the sixth one 
gets the rights and privileges with paying no taxes and having strikes 
and layoffs. It is a considerable burden to the city of Everett be- 
cause this inequity exists. I would like to go on record with Con- 
gressman Macdonald and others who have bills filed here, to extent 
the present legislation and make this payment in lieu of taxes per- 
manent, Mr. Chairman. 

Chairman Dawson. Pending the passage of permanent legislation. 
This was a stopgap before. Seemingly it is a stopgap now in that we 
are facing that situation. We have the objection from the various 
departments, governmental departments to this legislation bein 
made permanent. They are all in favor of stopgap legislation unti 
permanent legislation is passed. 

Permanent legislation is pending in the Congress and was last 
term. Had it been passed last term there would have been no call 
for this legislation at all at this meeting. That is the situation such 
as we are facing now. 

Mr. Crow tery. I have a copy of a communication that Senator 
Kennedy turned over to me from Maj. Joe W. Kelly, Director of 
Legislative Liaison with the Air Force, where he goes on record as 
favoring these bills for payment in lieu of taxes. 

Chairman Dawson. Until the Congress passes legislation embracing 
all properties, we don’t have permanent legislation. We merely took 
up that property formerly held by the RFC. 

Mr. Crowtgy. And DPC. 

Chairman Dawson. And we gave you temporary relief but the 
Congress failed to pass any permanent legislation and we are in that 
shape now. 

Mr. Crow.ey. Except this would continue to correct the inequity 
that exists in these communities anyway. 

Chairman Dawson. In these communities. 

Mr. Crowtey. It does no harm. 

Chairman Dawson. Have you finished? 

Mr. Crowtey. Yes, sir. 

Chairman Dawson. We will have Mr. Costin, Mayor Costin. 
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STATEMENT OF THOMAS P. COSTIN, JR., MAYOR, LYNN, MASS. 


Mayor Costin. Mr. Chairman, first of all, I would like to say I 
may go away from here maybe not a richer man, but a wiser man, for 
the honor of being before your committee and to take part in the 
various discussions that have been made. I would like to say that 
I appear here as the mayor of a city of 100,000 people and I, first of 
all, want you and the members of your committee to know that we 
do not appear here in the guise of being unpatriotic. We feel that 
in wartime and in time of need, our citizens will do anything that 
other citizens are required to do. 

I merely appear here and request this committee to give us the fair 
treatment that we know you have given in the past. When I say fair 
treatment, I mean this. We feel, in the city of Lynn, that we have 
indirectly been penalized twice on taxation because of this property. 
Twice in this period. Once we had to pay our Federal income tax to 
the Federal Government. Then we lose in the 6-year period. We 
do not receive money on this property through taxes. We lost 
approximately $720,000. That meant that the citizens in our com- 
munity had to pay higher real-estate taxes, but still paid to the Federal 
Government and the Federal Government, in turn, would take care of 
this governmental operation, two operations in the city of Lynn, so 
we are merely here representing our citizens, requesting favorable 
consideration on the legislation you now have before you. 

I do not tell you which legislation is best but I know this. Whether 
it be temporary or permanent, that the mayors of the various cities 
need your help and your assistance. Again I want to thank you for 
your kindness. 

Chairman Dawson. I want to raise a question with you that I 
have intimated 2 or 3 times. Doesn’t the city of Lynn get any ad- 
vantage back from this installation? It isn’t all just a burden upon 
the community. It certainly employs many people and those people 
pay taxes and they spend their money there and if you didn’t have this 
installation there you wouldn’t have those people there. 

Mayor Costin. Mr. Chairman, that is not true. For the simple 
reason that before this legislation or before we had this legislation, a 
company was using the buildings for their own private industry and 
we were taxing them on their own private products. 

If all the citizens working in the buildings came from our community, 
the city of Lynn, what you say probably would be true, but only 50 
percent at the most, come from the city of Lynn and work there, 
which means this, that the other 50 percent come from outside of our 
community, work there, take their money back to their communities 
and by doing that, they are not helping us. 

If every person working there came from the city of Lynn, what you 
say would be true. 

Chairman Dawson. You have a lot of commuters coming down 
there in order to work down there? 

Mayor Costin. That is true. 

Mr. Henperson. Mayor Costin, just one question. Have you or 
your city had any difficulty with the Federal Government in the 
assessment and the levy? Have they paid on time and satisfactorily? 

Mayor Costin. I would like to say in behalf of Mr. Wesselink 
who is General Counsel of the Air Force, that they have given us all 
the cooperation they possibly can. 
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In talking with him I thanked him for the promptness in which 
they paid us. He said we would have been paid Beer sooner if 
Congressman Meader hadn’t been in before them in behalf of his 
city of Adrian, Mich., and put so much pressure on them that they 
had to pay that bill first. 

Regardless of who came first, I came to Washington in 1956, I 
believe it was in February, and I talked with Mr. Wesselink and talked 
to various Congressmen and people in Government here and within 
2 months our bills were processed. We had to send additional in- 
formation, but we received prompt service. 

Mr. Henperson. May I ask the same question of Mayor Crowley? 

Mayor Crow.ey. Yes; the first check was a little slow because of 
of difficulty in straightening out the matter. Since then it came 
through promptly. 

Mr. Henperson. They accepted the assessment you made. 

Mayor Crow .ey. Yes. 

Mr. Henprerson. May I ask the same question of the mayor of 
Adrian. 

Mayor McPuatt. Yes, sir. 

Mr. Henperson. And you were satisfied with the payment and 
assessment. 

Mr. McPuat. Yes. 

Mr. Rosperts. According to newspaper reports, the Adrian Air 
Force plant cost about $30 million to build with a $5 million addition 
a few years later. The total assessment on that group from the two 
communities involved is only about one-tenth, something like 
$3,500,000. The other property in Adrian is assessed at 80 percent 
of 1941 value according to the Clement-Shaw system. 

Mr. Fasceti. What is your millage rate? 

Mr. Roserts. For schools or city? 

Mr. Fascetu. Total. What is the millage rate that this property 
is subject to? 

Mr. McPuaiu. The city is 14. 

Mr. Roserts. The schools—19.6. 

Mr. Henperson. I would like to introduce a statement in the record 
by Congressman Ashley. Another statement by Congressman 
Philbin. Another statement by Senator Saltonstall. Another state- 
ment by Congressman Wilson. Another statement by Congressman 
Miller of New York. 

Chairman Dawson. And your statements have already been intro- 
duced. 

(The statements referred to are as follows:) 


STATEMENT OF Hon. Rosert C. (Bos) Winson, A REPRESENTATIVE IN CONGRESS 
FRoM THE STATE OF CALIFORNIA 


May I begin by congratulating the committee and the staff for the excellent 
manner in which we have been kept informed relative to the. subject’ matter. 
Also, may I thank you for the excellent cooperation my office has received: 

The legislation which we have presented is important to many areas of the 
United States and is particularly significant to San Diego County, Calif., which 
I represent. 

Industrial manufacturing plants coming within the provisions of this bill must 
pay the way for the many services which they receive from the political subdivi- 
tions where they are situated. It is not difficult for us to see the benefits which 
these facilities receive, directly and indirectly. They are furnished water and 
sewer services, police protection and fire protection, streets and highways, to name 
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a few, without tax responsibility. The citizens of the respective locations are 
carrying the load for these services. 
_ Equity demands that the Congress provide for payments in lieu of taxes for the 
industrial manufacturing plants owned by the United States. 

I urge your favorable consideration of H. R. 9596. 





Statement or Hon. Pamir J. Parsin, a REPRESPNTATIVE IN CONGRESS 
FROM THE StTaTE oF MASSACHUSETTS 


Mr. Chairman and members of this distinguished committee, I am appearing 
today in support of H. R. 9525, introduced by our valued friend and able col- 
league, the Honorable George Meader of Michigan, which provides permanently 
for payment in lieu of taxes on federally-owned industrial properties. 

I may say that there are firms employing workers in my district that come 
under the formula of this bill. First and foremost, we must be concerned about 
the national defense and national security, and I am sure that no one in this com- 
mittee wants to take any action that will hamper or hinder in the least the oper- 
ations of our Defense Department procurement or other activities. 

However, notwithstanding that fact, we cannot possibly be unmindful of the 

eat burden which tax-free industries, operating in many places throughout the 

ation, are placing upon local tax structures and local economies. The legal 
interpretation of the present formula designed to compensate communities for 
tax losses suffered as the result of the operation of federally affected industries 
presently appears to be confined in its effect, as I believe the testimony before 
your committee indicates, to former RFC properties. 

The question here is, as I see it, Is it fair for the Congress to continue a situation 
which has developed out of governmental procurement programs to visit marked 
inequities and injustices upon local communities by avoidance of taxpayments be- 
cause the industries involved are in a business relationship with the United States 
Government, and hence in a position to claim tax exemptions? 

The fact that relief granted under the present formula is confined to RFC 
properties makes the situation worse because it sets up two different and discrimi- 
natory rules; the first permits payment in lieu of taxes, and the other denies it. 
I believe this result is inconsistent, unjust, and certainly not within the range of 
genuine congressional intent. 

I do not believe there is a Member of Congress, who would willingly seek to 
perpetuate a situation like this, which entails such discrimination and which 
militates against the community interest and economic welfare of many local 
towns and municipalities. I commend Congressman Meader for pressing his 
bill to eliminate these injustices and cancel out these inequities and put all Govern- 
ment procurement agencies on a parity and allow the local communities affected 
to receive reasonable compensation in lieu of taxes, arising out of the location and 
activities of industries engaged in Federal work or in certain business relationships 
with the Government of the United States. 

I am sure that this very able committee will carefully consider this very impor- 
tant question, and I hope and urge that you will take favorable action. Thank 
you for your consideration. 


STATEMENT oF Hon. Tuomas L. AsHLEY, A REPRESENTATIVE IN CONGRESS 
FROM THE StTaTE oF OunIOo 


Mr. Chairman, I am grateful for this opportunity to testify in behalf of H. R. 
9525 which would provide permanently for payments in lieu of taxes on federally 
owned industrial properties as was provided for temporarily under Public Law 
388 of the 84th Congress. 

I am sure there is no need for me to address myself here to the merits of Public 
Law 388. Surely enough evidence was presented before its enactment and more 
has been accumulated since, to establish unequivocaily that these payments in 
lieu of taxes to State and local governments are not only vitally important to the 
fiscal stability of these local governments but further that these payments are 
altogether in order and legitimate reimbursement to the community for the 
added burden upon the community for services provided. Nor shall I dwell on 
the inequitable tax status—prior to the enactment of Public Law 388—of those 
privately owned and operated industrial plants on privately owned real property 
which were in competition with these tax immune federally located manufacturing 
establishments. 
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My particular interest and concern is directed to a federally owned situs iden- 
tified by the Department of Defense and General Services Administration as ‘Air 
Force plant No. 27,” located within my congressional district. This is an in- 
dustrial manufacturing installation, occupied and operated by the Continental 
Aviation & Engineering Co. The plant encompasses 79 acres of federally owned 
land and 309,000 square feet of floor space and employs about 1,100 men and 
women in the fabrication of small jet engines for trainers and drones. 

Prior to the enactment of Public Law 388, the city of Toledo was called up and 
did furnish to the plant, the plant operators, the employees, and their families 
the usual variety of services which municipalities must furnish, water and sewer 
services, police and fire protection, access streets and highways, their maintenance 
and traffic regulation thereon, not to mention the added responsibility for schools 
and teaching personnel for the children of these employees. The burden of the 
cost of these services fell to the already financially strapped city of Toledo and 
to the long-suffering local taxpayers. 

Since 1956, however, and for the effective 3-year term of Public Law 388, the 
Lucas County government has received for these services provided Air Force 

lant No. 27, $14,359 twice yearly or an annual payment of roughly $30,000. 
Pm sure I need not add that these payments are not only welcome but well 
earned and, if terminated, would constitute an outstanding obligation to the 
community of Toledo for services rendered. I am confident that the Federal 
Government has no wish to default on its tax obligation and I submit that Public 
Law 388 must be extended, and in fact, must be made permanent to secure the 
tax rights and the financial welfare of some hundred communities within whose 
boundaries are located Federal properties which accommodate well over a hundred 
privately owned and operated industrial manufacturing plants. 

I earnestly trust that the committee will favorably recommend to the House 
the prompt enactment of H. R. 9525 to provide permanently for the payment in 
lieu of taxes on federally owned industrial properties. 


UNITED Sratres SENATE, 
CoMMITTEE ON APPROPRIATIONS, 


May 21, 1958. 
Hon. Wimiu1am L. Dawson, 


Chairman, Executive and Legislative Reorganization Subcommittee, 
House Committee on Government Operations, Washington, D. C. 


Dear Mr. CuarrmMan: Thank you for your letter of May 12, 1958. I appre- 
ciate very much your giving me the opportunity to make comments on H. R. 
12165 and H. R. 12183, on which I understand your subcommittee will hold hear- 
ings tomorrow morning. These two bills are identical to 8. 3677, a bill which 
I introduced in the Senate on April 23, 1958. 

When I introduced 8. 3677, a copy of which is enclosed, I made a brief state- 
ment in support of the bill. I am enclosing page 6238 from the Congressional 
Record for Rpril 23, on which my statement appeared. I would be grateful if 
you would include this letter and its enclosures in the record of the hearings and 
send me a copy of the hearings when they become available. 

With best regards, 

Very sincerely yours, 


LEVERETT SALTONSTALL, 
United States Senator. 
[Congressional Record, April 23, 1958] 


EXTENSION OF PERIOD DurRING WuHicH PAYMENTs IN Liev or Taxes May Bg 
Maps 1nN CERTAIN CasEs 


Mr. Sattonstauu, Mr. President, on behalf of myself, and the Senator from 
Kansas [Mr. Schoeppel], I introduce, for appropriate reference, a bill to extend 
Public Law 388 of the 84th Congress, which by its terms expires December 31, 
1958. The bill is very brief and I ask unanimous consent that it be printed in 
the Record immediately following my remarks together with Public Law 388 of 
the 84th Congress which is also brief. Public Law 388 was an act to amend the 
Federal Property and Administrative Services Act of 1949 to make temporary 
provision for making payments in lieu of taxes with respect to certain real prop- 
erty transferred by the Reconstruction Finance Corporation and its subsidiaries 
to other Government departments. It was contemplated at the time of enact- 
ment of Public Law 388, which was approved by the President on August 12, 
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_1955, that before its expiration at the end of this year, Congress would enact a 


more comprehensive system of payments in lieu of taxes. Almost 3 years have 
passed since then and much diligent effort has been invested in the task of trying 
to produce such a comprehensive system. However, this effort has not as yet 
borne fruit. 

Furthermore the difficult question of what sort of comprehensive system for 
payments in lieu of taxes should be adopted to strike an equitable balance between 
the budgetary burdens of the Federal Government and those of the communities 
in which are located properties owned by the various agencies of the Federal 
Government has been complicated by three decisions handed down by the Supreme 
Court on March 3, 1958. 

My purpose in introducing this bill to extend for 2 years the period for which 
payments in lieu of taxes may be made with respect to certain real property 
transferred by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments is to carry out the policy adopted by Congress 
in 1955 that the communities in which the property in question is located should 
not be burdened by loss of tax revenues on such property pending the adoption 
by Congress of a comprehensive system of payments in lieu of taxes. 

Congress declared this intention in Public Law 388 as follows: 

“The Congress recognizes that the transfer of real property having a taxable 
status from the Reconstruction Finance Corporation or any of its subsidiaries to 
another Government department has often operated to remove such property 
from the tax rolls of States and local taxing authorities, thereby creating an 
undue and unexpected burden upon such States and local taxing authorities, and 
causing disruption of their operations. It is the purpose of this title to furnish 
temporary measures of relief for such States and local taxing authorities by 
providing that payments in lieu of taxes shall be made with respect to real 
property so transferred on or after January 1, 1946.” 

In 1955, when Public Law 388 was ado sted by the 84th Congress, it was 
recognized, as reported by the House and Senate Committees on Government 
Operations, House Report No. 1453 and Senate Report No. 1253, that— 

“], * * * (there is) * * * need for payments in lieu of taxes to alleviate the 
hardship to the communities in which are located the commercial or industrial 
type of facilities formerly owned by the Reconstruction Finance Corporation. 

“2. The enactment of Public Law 388 will alleviate these hardship situations. 
It will also provide actual experience which should be of great value in sub- 
sequently evolving a more comprehensive policy for payments in lieu of taxes 
by the Federal Government. 

“3. The executive agencies have equivocated in their position on this type of 
legislation.’’ 

The present positions of executive agencies with respect to extension of Public 
Law 388 have not been stated. However, with the possible exception of these 
positions, which are not known, the facts which led Congress to enact Public 
Law 388 have not changed. If anything, it can be said that these facts support 
even more firmly an extension of Public Law 388 today than they did its original 
enactment in 1955. Costs of municipal government have increased substantially 
in the past 3 years and the municipalities which would suffer from the expiration 
of Public Law 388 would be injured even more today by loss of the payments in 
lieu of taxes provided by this law than they would have been in 1955. Further- 
more, in my judgment, the need for a comprehensive system of payments in lieu 
of taxes has increased together with the increasing burden which untaxed Federal 
property represents for municipalities throughout the country where such property 
is located. 

In Massachusetts alone there are four defense plants as to which the Depart- 
ment of Defense paid $263,812 in 1957 under Public Law 388. The individual 
plant payments represent very substantial sums to the communities in which 
these plants are located. It would not be equitable for these communities and 
the seventy-odd other cities and towns throughout the country which have been 
receiving payments in lieu of taxes under Public Law 388 to be penalized by a 
cessation of these payments simply because the Federal Government has not 
been able to evolve a comprehensive system for making such payments. 

The bill which I am introducing would extend for 2 more years the payments 
provided under Public Law 388. In these 2 years it can be hoped that Congress 
and the Executive will, in the light of the Supreme Court decisions to which I 
referred earlier, evolve such a comprehensive system. 

For those of my colleagues who are interested in the detailed legal considerations 
involved in the broad question of payments in lieu of taxes, I should like to add the 
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following brief comments by way of explanation of my judgment that the devel- 
opment of a comprehensive Federal policy for payments in lieu of taxes has been 
complicated by these court decisions. It has been a long standing rule of decision 
in interpreting the Constitution that taxes may not be charged to the United 
States on account of real or personal property owned by it or any Federal agency. 
Furthermore, the constitutions and statutes of many of the States forbid the 
imposition of such taxes. 

The immunity from State and local taxation under the Federal Constitution 
of property owned or held by the United States stems from McCulloch v. Maryland 
(4 Wheat. 316 (1819)), and VanBrocklin v. Anderson (117 U.S. 151 (1885)). It 
had generally been thought that property owned by the United States but held 
under lease, use or possession of another was similarly immune. However, this 
relief has been disturbed by the Supreme Court’s decisions in United States v. De- 
troit, and United States v. Muskegon (U.S. Supreme Court, March 3, 1958 (Nos. 
26, 37, 38)) and Detroit v. The Murray Corporation (U.S. Supreme Court, March 
3, 1958 (Nos. 18, 36)). The first two cases held that a State is not barred from 
levying a tax on the lessee or user of an industrial plant owned by the United 
States, even though such tax is measured by the value of the property. The 
third case upheld the power of a State to impose a tax on a subcontractor in pos- 
session of personal property, even though under the prime contract between two 
other private companies and the United States, title to all parts, materials and 
work in process acquired by the subcontractor was vested in the United States. 
The effect of these decisions may be indirectly to subject the Federal Government 
to State and local tax liability under their existing tax laws. The decisions may 
also lead to the enactment by States and municipalities of tax laws of the character 
enforced against the Federal Government in these decisions. Both of these pos- 
sibilities in my judgment serve to complicate the task of the Federal Government 
in evolving a comprehensive system of payments in lieu of taxes. 


[S. 3677, 85th Cong., 2d sess.] 


A BILL To extend for two years the pericd for which payments in lieu of taxes may be made with respect 
to certain real property transferred by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) section 703 of the Federal Property 
and Administrative Services Act of 1949 (69 Stat. 722) is amended by striking 
out the figures “1959’’, and inserting in lieu thereof the figures “1961’’. 

(b) Section 704 of such Act (69 Stat. 723) is amended by striking out the 
figures ‘‘1958’’, and inserting in lieu thereof the figures ‘‘1960’’. 





HovsEe oF REPRESENTATIVES, 
Washington, D. C., May 19, 1958. 
Hon. Witi1aM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Dear CHAIRMAN Dawson: I received your letter of May 12, 1958 in which 
you kindly informed me that the Subcommittee on Executive and Legislative 
Reorganization of the House Committee on Government Operations will hold a 
hearing on my bill, H. R. 9585, on Thursday, May 22, 1958, at 10 a. m., in room 
1501 of the New House Office Building. 

My bill, H. R. 9585, is a companion bill to H. R. 9525 which was introduced 
by our distinguished colleague and member of your committee, the Honorable 
George’ ‘Meader, of Michigan. In order that the valuable time of the subcom- 
mittee conducting these hearings may be saved and inasmuch as I also must 
personally attend a meeting of my own Committee on the Judiciary on the 
morning of May 22, may I respectfully request this letter be incorporated in the 
minutes of the hearing and made a part of the record thereof. 

In the 84th Congress, I wholeheartedly supported similar legislation which 
became Public Law 388, signed by the President on August 12, 1955. The 
present bill and the previous legislation have for their purpose the requirement 
that the Federal Government make certain payments in lieu of taxes to local 
units of government on certain industrial plants owned by the United States. 
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Public Law 388, in my opinion, is enormously fair and equitable legislation 
but had in it one very great defect which this legislation attempts to correct; 
that is, that the previous law is temporary in nature and was to be effective for a 

riod of only 4 years, which period will expire on January 1, 1959. The relief 
it has given to local governments in the period it has been law indicates that 
equity and fair play demand legislation to replace it which will be permanent in 
nature. 

In the congressional district I represent, which encompasses a great portion 
of the Niagara frontier, Air Force Plant No. 18 at Kenmore, New York is pres- 
ently owned by the United States Government but is now and has been over the 
past 4 years leased to private enterprise and until the passage of Public Law 
388, the United States Gavensmunt aid no taxes or any payments in lieu of taxes 
to State and local governments. Also, there is presently in my district and has 
been for the past 4 years Air Force Plant No. 40, located at Tonawanda, N. Y., 
which is and has been for the past 4 years owned by the United States Government 
and leased to private enterprise, but which until the passage of Public Law 388 
made no payments by way of taxes or otherwise to local governments and will 
pay none after the expiration of Public Law 388 unless the legislation introduced 

y Congressman Meader and myself or similar legislation is passed by this 
Congress. 

As a result of Public Law 388, the United States Government paid in lieu of 
taxes on these two plants at Kenmore and Tonawanda, N. Y., sums in lieu of 
taxes to Erie County and the village of Kenmore and the city of Tonawanda, 
N. Y., over $694,000 during the past 4 years. I am certain that comparable 
situations exist in almost every section of the country. These payments by no 
stretch of the imagination can be considered as gratuities since they amount only 
to a sum equal to what would have been received by these local governments if 
the properties were owned by the private companies operating them instead of 
being leased to them by the United States Government. The fact that these 
facilities were federally owned did not reduce one iota the responsibility of the 
county and local governments for providing fire protection and police protection 
to these plants, and in addition thereto, providing educational and hospital facili- 
ties, water and sewerage facilities and other municipal benefits for these plants 
and the people working in them. 

During the past several years, the Federal Government has practically pre- 
empted the vast majority of tax revenues particularly in the income, estate, and 
excise fields. During the very same period, because of our increased population 
and total national product, the responsibilities of local governments have steadily 
increased and despite the tremendously increased cost of municipal operations the 
only prime source of local revenue remains the tax on real estate. Certainly the 
Federal Government should not attempt to weaken that single source of revenue 
for local governments by increasing its ownership of lands and facilities within 
local areas, leasing these facilities for profit to private enterprise and then escaping 
its fair share of the cost of municipal services under the guise of a tax-exempt status 
for these lands and facilities. 

Legislation introduced by Congressman Meader and myself intends to make 
permanent what has proven to be a fair and equitable treatment of local govern- 
ments by the Federal Government during a temporary period of 4 years and in 
addition thereto, it has been broadened to include certain industrial manufacturing 
plants owned by the United States and not covered under previous legislation 
which was an omission recognized at the time the previous legislation was passed. 

In addition thereto, the simple principles of fairness and equity and common 
decency involved in the dealing with local governments on the part of the Federal 
Government require that this legislation be enacted and certainly if the autonomy 
of State and local governments from which the strength of our democratic institu- 
tions emanate is to be preserved, then I believe this legislation should be speedily 
enacted by the Congress and I urgently recommend its favorable consideration 
to the members of your distinguished subcommittee. 

Respectfully submitted. 

Winuiam E. MILier, 
Member of Congress. 


Chairman Dawson. If there are no further questions, we will stand 
adjourned until Tuesday. 

(Whereupon, at 11:50 a. m., the subcommittee adjourned to recon- 
vene at 10 a. m., Tuesday, May 27, 1958.) 
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(H. R. 9525, H. R. 9571, H. R. 9574, H. R. 9575, H. R. 9582, 
H. R. 9583, H. R. 9584, H. R. 9585, H. R. 9596, H. R. 10066, 
H. R. 12165, and H. R. 12183 


TUESDAY, MAY 27, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON EXECUTIVE AND LEGISLATIVE 
REORGANIZATION OF THE COMMITTEE ON 
GOVERNMENT OPERATIONS, 
: Washington, D. C. 

The subcommittee met, pursuant to call, at 10:15 a. m., in room 
1501 B, New House Office Building, Representative William L. 
Dawson (chairman of the subcommittee) presiding. 

Present: Representatives Dawson (chairman), Brown, and Michel. 

Also present: Representatives William H. Bates, Charles R. Jonas, 
and George Meader. 

Staff members present: Elmer W. Henderson, subcommittee coun- 
sel; Orville S. Poland, general counsel of the full committee; William 
* Young, staff consultant; and Lawrence Redmond, subcommittee 
clerk. 

Chairman Dawson. The subcommittee will come to order. 

We will resume hearings on H. R. 9525 and a large number of 
kindred bills associated therewith. 

Our first witness this morning will be Congressman Jonas. We are 
happy, indeed, to have him with us. He served for a long time on 
this committee and this is his first time to return to us as a witness. 


STATEMENT OF HON. CHARLES R, JONAS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Jonas. Thank you, Mr. Chairman and members of the com- 
mittee, I appreciate the opportunity of being permitted to come 
here and make a brief statement about the pending legislation. I 
am especially pleased to be back in this committee room. As the 
chairman has stated, I had the privilege of serving on the committee 
for 2 years, and I enjoyed that work very much. And actually it 
was with some regret that I severed my connections with the commit- 
tee; but I had previously served on the Appropriations Committee 
and, when I had an opportunity to go back on that committee, I did so. 

I am very much interested in the pending legislation. As a matter 
of fact, I served on the subcommittee that originally considered the 
present legislation that is in effect, Public Law 388, and have a special 
interest in the subject matter because in Charlotte, N. C., which is 
the principal city in the district I have the honor of representing, 
there is a property that is owned at present by the Federal Govern- 
ment and has been removed from the tax rolls of the city and the 
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county. I can indicate what adverse effect that had on the finances 
of the municipality and the county when I comment that at the time 
the property was taken over by the Federal Government from the 
former owner, which was the Ford Motor Co., the land was valued 
at $129,675 and the buildings at $3,357,000, based upon current tax 
valuations. The county of Mecklenburg has lost in revenues over 
the years annually about $33,000 and the city has lost about $62,000. 
When you consider the fact that counties derive—this is true in North 
Carolina—the principal part of their revenue from general property 
taxes, you can see what a blow that is to a county when it has to 
give up that amount of its tax revenues. 

Mr. Brown. If the gentleman will suffer an interruption, I be- 
lieve that is true in practically every State in the Union. 

Mr. Jonas. Well, I would think so, but I did not feel competent to 
comment on the situation outside of North Carolina; but I know it is 
true in North Carolina. 

Now, municipalities have other opportunities of deriving revenues 
but I think it will be established that the principal source of revenue 
for counties is the general property tax. 

Now, Public Law 388 and the current Meader bill, H. R. 9525, 
seem to me to recognize the equitable principle that, when the Federal 
‘Government takes over property formerly owned by a private in- 
dividual or a concern, and thereby removes it from the tax base of the 
municipality and county and uses that property for purposes other 
than general government purposes, such as a post office, for example, 
and uses it for finite chal or industrial purposes and operates it just 
as a private company would operate an industrial plant, the Govern- 
ment should make an exception to the immunity eck against taxation 
of federally owned properties and make payments to the county and 
to the municipality in lieu of taxes. I would not advocate making 
all Federal property locally taxable, but this would be a voluntary 
contribution to the municipality or the county in lieu of taxes, which 
would permit the property to carry its fair share of the responsibility 
of providing finances for the services that municipalities and counties 
render, such as police protection, fire protection, sewage disposal, and 
all of the other services that have to be provided. 

My quarrel, and it is not actually a quarrel, but one objection 
I have to the present legislation, Public Law 388—which, incidentally, 
was a temporary measure and we knew when it was enacted that it 
would expire at the end of 3 years, and it was enacted, as I recall, to 
take care of an interim period during which we might consider the 
ete problem of trying to do something in this area on a permanent 

asis—is that the law established two arbitrary formulas for the 
determination of eligibility, which inadvertently unfairly discriminates 
against certain municipalities and counties. For example, the 
property, in order to be eligible under current law, and under the 
proposed legislation, must have been acquired after December 31, 
1945, or must have been formerly owned by the Reconstruction 
Finance Corporation. Now, I don’t know why the RFC provision 
was put in there, other than—I assume there had to be some basis upon 
which eligibility could be determined, but I can’t see the justification 
of restricting the relief to properties that were owned at one time by 
the RFC. 

Chairman Dawson. They paid taxes; they paid im lieu of taxes. 
The community got that. 
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Mr. Jonas. That was true, but take my case as an illustration. 
This property was built, owned, and operated for many years by the 
Ford Motor Co. as an assembly plant. Until June 18, 1941, local 
taxes were paid on it, but on that date the Ford Motor Co. sold the 
property to the United States Government for $650,000; and the 
Government turned it over to the Defense Department. Thereafter, 
no local taxes have been paid on the property. It was used as a 
quartermaster depot until about 1955 when it was abandoned as a 
quartermaster depot and is now operated by Douglas Aircraft Co. as 
a missile plant where they are assembling Nike and Hercules missiles. 
I cannot see any difference between that missile plant and the ord- 
nance plants that are listed in your committee print which contains 
a record of payments made in lieu of local taxes by the Department 
of Defense from the enactment of the Public Law 388, and through 
1957 up to date in 1958. A number of plants are listed there as being 
in the same category as the Charlotte missile plant. There is an 
ordnance plant in New Jersey, a steel foundry, another steel foundry, 
another ordnance plant and another steel foundry, another steel 
foundry—and the record is full of situations similar to the one that 
exists in Charlotte. 

This plant in Charlotte was not built by the Federal Government. 
It was owned and operated and taxes were paid on it by the Ford 
Motor Co. for many years; and it was a substantial blow taxwise to 
the municipality and the county when the property was taken over 
by the Federal Government. I think there would be some question 
about whether a piece of property owned and operated or used as a 
warehouse should come within this principle; but since the conversion 
of the plant toe an industrial property, which is similar to any manufac- 
turing establishment, and which is similar to the many plants that 
are listed by the Defense Department in this committee print, I 
think when that happens the plant comes within the category of 
properties that I have been talking about. And I think the Federal 
Government could afford to make an exception to the general rule 
and reimburse the municipality and the county for some of the tax 
losses they are taking. 

Now, the only way that could be done under the current bill would 
be to move the effective date back from December 31, 1945, as I 
have said—and Mr. Meader is here and can correct me if I am wrong— 
that was an arbitrary date. There is no real fundamental reason 
why December 31, 1945, should be the cutoff date or the cuton date; 
and I think the effective date should be moved back. Of course, in 
order to take care of my own case, and that is the only one with which 
I am familiar, you would have to go back beyond June 18, 1941. I 
personally think a very good date would be December 31, 1940, or 
1939, because most of this activity has come about during the war 
years and the years preceding our entry into the war. 

I was a member of the National Guard and remember very well that 
the war began for me on September 20, 1940, which was quite a 
long time before Pearl Harbor. And I really feel that all the properties 
in the same category should be treated alike, that the properties 
falling within the general rule that we have been talking about ought 
to be equally and fairly protected and not discriminated against 
simply because title did not go through the Reconstruction Finance 
Corporation. 
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Chairman Dawson. Congressman, are you acquainted with the 
Michigan law and the Supreme Court decision thereon? 

Mr. Jonas. Yes, sir. 1 am not as familiar as I should be with it, 
but I understand that decision was based upon a user statute, is 
that right? 

Mr. Meaper. That’s right. 

Chairman Dawson. Don’t you think that would solve your problem 
down there in your State if your State would pass such a law, where 
the properties are owned by the Government but rented to private 
individuals? 

Mr. Jonas. Well, Iam not sure. The plant is operated by Douglas 
Aircraft Co., but I do not think the Douglas Aircraft Co. rents the 
property from the Government. I think it operates the plant for the 
Government, and I do not think a statute similar to the Michigan 
one would apply i in that kind of a case. And that is the reason I 
think the law ought to be amended. A different situation would arise 
if the property is rented by the Government to X company which is 
engaged in a private business of its own, which has no relationship to 
the Government; that presents quite a different situation from the 
one I have described where the Government in effect is the operator 
of the property. 

Chairman Dawson. Mr. Michel? 

Mr. Micueu. May I say, first of all, that I am sorry I was not here 
for the gentleman’s earlier testimony. But may I ask at the time the 
facility was taken over by the Government, was it known to the com- 
munity that there would be a resultant loss in tax revenue? 

Mr. Jonas. Well, I do not know about the general community. 
Of course, the tax people and the officials of the city and county knew 
full well that that would happen. 

Mr. Micuet. Do you know if they raised any objections at that 
time? 

Mr. Jonas. No; I do not know. I was not on the scene at that 
time. I do not know that an objection raised by the city officials or 
county officials would have had any effect on it. The Ford Motor Co. 
wanted to get rid of the property and the Federal Government was 
the purchaser, and the Government bought it and took it over and 
used it as a warehouse. 

Chairman Dawson. Was it in operation at the time the Govern- 
ment applied 

Mr. Jonas. It was previously operated by Ford and of course 
Ford paid taxes on it while it was operated as well as after it was 
not in operation. 

Chairman Dawson. Mr. Meader? 

Mr. Meapnmr. As I recall, Congressman Jonas and I discussed 
this matter at the time Public Law 388, or the bill preceding it, was 
before this committee, and when it came up before the House. And 
I think all of us were aware at that time that there was a certain 
amount of discrimination by the rigid arbitrary formula employed in 
Public Law 388 which confined its effects only to RFC properties, 
former RFC properties which had remained continuously in the hands 
of the Government. 

And it was precisely for the purpose of drafting permanent legisla~ 
tion that we made that law temporary and sought to include some 
of these plants which were excluded by the arbitrary terms of Public 
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Law 388. I wish I had Mr. Menger here who assisted me in the drafts- 
manship of this legislation as one of the legislative counsel of the 
House. But I think I am correct in saying that the date of December 
31, 1945, contained in section 804 (b) (2) is an arbitrary cutoff date; 
and the purpose of having an arbitrary cutoff date is that there are 
many industrial properties owned by the Federal Government which 
have been owned for many, many decades and have never been on 
the tax rolls; and it was our intent not to include such industrial 

roperties. I have in mind specifically the Naval Gun Factory here 
in Washington, various shipyards owned by the Navy, paint manu- 
facturing facilities in Norfolk and, I think, on the west coast, and I 
believe there is a ropewalk up in Massachusetts somewhere, all of 
which are industrial activities which have been engaged in by the 
Federal Government over a period of many, many years. 

It was our thought that, if such properties were now for the first 
time placed in the position of making payments to local units of 
government in lieu of taxes, that the likelihood would be that there 
would be such opposition and resistance from the executive branch 
of the Government that no legislation would result. Now, there is 
plenty of opposition from the executive branch of the Government 
to the bill in its present form, and I think if we went too far back, 
we would find we would wind up with no legislation. I fully appre- 
ciate the position of the gentleman from North Carolina, and I con- 
fess that I can see no difference between the plant he refers to, now 
occupied by the Douglas Aircraft Co. and used for industrial purposes, 
and the plants that he mentioned that are under the terms of Public 
Law 388. 

The moving of the date from December 31, 1945, back to Decem- 
ber 31, 1940, I would like to study; and I would like, when the agencies 
come, particularly Department of Defense, to ascertain just how many 
additional plants would be included if that date were moved back. 
I can see a basis for starting with the beginning of World War II or 
shortly in advance of World War II, and I doubt that that would 
catch any of these long-standing industrial facilities that the Gov- 
ernment itself has operated for sluie period of time. It might catch 
some additions to plants of that character, but I believe that there 
should be a study made; and I certainly, as far as I personally am 
concerned, would like to see this plant referred to in Charlotte, N. C., 
placed on the same footing with other plants of a similar character, 
and that the municipality should receive the compensation, I put it, 
for the services they render to the federally owned industrial plants, 
the same as is done in other parts of the country. 

Chairman Dawson. Congressman, I wish you could remain with 
us a while. The Bureau of the Budget is going to testify, and you 
will get the posigion of the Government. 

Mr. Jonas. If there are no other questions 

Mr. Micnet. May I ask one final question, Mr. Chairman? 

Chairman Dawson. Yes. 

Mr. Micue.. Regarding this arbitrary cutoff date or beginning 
date, whatever terminology we might use, in that period from 1940 
to 1945, would the fact that the Federal Government in being in- 
terested in such-and-such a plant, have benefited the community in 
any way? In other words, since those were war years and it was @ 
plant operated for and by the Federal Government, would that 
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community have benefited in any other way which may have molli- 
fied the feelings of the city fathers or community fathers? 

Mr. Jonas. I do not know if I fully understand your question. 
But if I do, I would answer it this way: During those war years, if 
the Government had not used this property, owned it and used it, I 
am quite sure that the community would have benefited by making 
the property available for industrial uses by private enterprise. Now, 
it was never used, while it was quartermaster depot, to its full capac- 
ity, and a limited number of people were employed. It was used as 
a quartermaster depot. I doubt if the community benefited to any 
great extent by reason of that operation. 

Now, it might be argued that today, with Douglas in there em- 
ploying a number of people, the community is benefiting by that em- 
ployment; but that same situation applies wherever a property is be- 
ing operated, and in this particular instance it is not as important as 
it seems because a substantial number of the people who are em- 
ployed do not even live in Mecklenburg County but commute from 
surrounding counties. And while it is a benefit and provides employ- 
ment for people, that same argument can be made in every instance. 

Mr. Micuet. Would I be correct in assuming your position would 
be: If the Federal Government had not expressed the interest in it, 
certainly within war years, someone could have made something there 
that would have resulted in tax revenues. 

Mr. Jonas. Correct. When the Government bought it, that pre- 
cluded any opportunity to put an industrial plant in there that would 
have paid taxes. And since the city and the county had been col- 
lecting taxes from this property for years prior thereto, it was quite 
a blow when it was cut off. 

Mr. Micuet. What was the figure involved? 

Mr. Jonas. Well, the figure involved was $33,000 to the city and 
$62,000 a year to the county on about a $3% valuation. 

Mr. Micuet. That is all. 

Chairman Dawson. Thank you very much, Mr. Congressman. 

Congressman Robison was to be the next witness. The other 
witnesses are here and his administrative assistant and secretary 
brought them down to us. Are they present? 

Mr. Cauxrns. Yes, sir. 

Chairman Dawson. And if they will come forward, we will hear 
them. 

Mr. Catxins. May I make a very brief statement? 

Chairman Dawson. What is your name? 


STATEMENT OF JOHN T. CALKINS, SECRETARY TO HON. HOWARD 
W. ROBISON, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF NEW YORK; ACCOMPANIED BY HAROED CHRISTIAN, 
SUPERVISOR OF TOWN OF UNION, N. Y.; AND R. BOYD HUFF- 
CUT, ASSESSOR FOR THE TOWN OF UNION, N. Y. 


Mr. Cauxins. My name is John T. Calkins, assistant to Congress- 
man Howard W. Robison. 

Chairman Dawson. Do you have the other gentlemen with you? 

Mr. Cauxins. I do, sir. 

Chairman Dawson. Will you bring them up, please? 
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Mr. Caxrxtns. Mr. Harold B. Christian, supervisor of the town of 
Union, N. Y.; and Mr. R. Boyd Huffcut, assessor for the town of 
Union, N. Y. 

Mr. Robison was unable to be here today, Mr. Chairman, but asked 
me to appear briefly purely to express his strong support of H. R. 9525 
and his sincere hope that the committee will favorably consider the 
legislation as a means for equity, equality, and continuity of the present 
statute. 

Mr. Christian and Mr. Huffcut appeared before the committee in 
1955 as witnesses 

Chairman Dawson. I remember them. 

Mr. Carxins. When the present legislation, Public Law 388, was 
under consideration; and therefore they are no strangers to this com- 
mittee. 

Thank you, Mr. Chairman. 

Chairman Dawson. Thank you. 

Mr. Curist1an. Mr. Chairman, for the purposes of identification, 
I am supervisor of the town of Union in which the present facilities 
owned by the Air Force and occupied by the General Electric Co. are 
located. It is an unincorporated community in the town of Union, 
County Broome, which lies specifically along the southern tier of the 
State of New York. Presently this Government-owned facility occu- 
pied by General Electric has an assessed valuation of $2,450,000; and 
the payments that have been made under the present Public Law 388, 
the bill which was introduced by Congressman Meader, those tax 
rates have been assessed for the payment in lieu of taxes at the same 
rates with a privately owned plant. The $2,450,000 assessed valuation 
represents roughly 20 percent of the amount of taxable valuation 
within this particular Westover School District. 

I think it is easy to see that, if it were not for these payments in 
lieu of taxes, that it would create an undue hardship and burden on 
the particular school district. I am here not only as supervisor of 
the town of Union but as a representative of the county of Broome 
and a representative of the village of Johnson City which lies adjacent 
to the unincorporated community of Westover where the plant is 
located, who presently have a fire protection district contract with the 
General Electric Co. through the payment in lieu of taxes; also as a 
representative of the aforementioned Westover School District. I 
have a resolution from the town of Union board, the Board of Super- 
visors of Broome County, and a letter from the mayor of Johnson 
City and the Westover School District that I would like to leave with 
you if I may. 

Chairman Dawson. We will put them into the record at this point. 

(The documents above referred to are as follows:) 





At a regular meeting of the Town Board of the Town of Union, Broome County, 
N. Y., duly ealled and held at the council room, in the Town Office Building, 
3111 East Main Street, Endwell, N. Y., on the 8th day of January 1958, at 2 
o’clock in the afternoon of said day, the following members were present: 

Hon. Harold B. Christian, supervisor, and justices of the peace Robert M. 
Eckelberger and Carlton E. Popple, and Town Councilmen Harry L. Jackson and 
Alexis M. Russin. 

The following resolution was duly offered by Councilman Russin who moved 
its adoption, to wit: 

“‘Whereas pursuant to the statute known as Public Law No. 388 the General 
Services Administration is authorized to make payment to local taxing units in 
lieu of taxes; and 
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‘*Whereas the property now occupied by the General Electric Co. in Westover, 
in the town of Union is presently operated and under the control of said General 
Services Administration, and has paid annually for municipal services in lieu of 
taxes since the passage of said act; and 

“Whereas said law will expire January 1, 1959, and an amendment is or is 
about to be offered in the current session of Congress extending said law, as the 
same affects, among others, said premises above referred to: Therefore be it 

‘Resolved, That Senators Irving M. Ives and Jacob K. Javits and the Congress- 
man about to be elected for this 37th Congressional District be requested to 
support the said amendment to said statute to the end that said General Services 
Administration may continue to pay to the town of Union and the county of 
Broome and to school district No. 11, an amount equal to the taxes and assess- 
ments for said premises so long as said premises shall be under the control and 
supervision of said General Services Administration; and be it further 

‘Resolved, That the town clerk be and he hereby is directed to forward duly 
certified copies of this resolution to Hon. Irving M. Ives and Hon. Jacob K. 
Javits, Senate Office Building, Washington, D. C., and to the Congressman who 
shall be elected to represent the 37th Congressional District at the special election 
to be held on the 14th day of January 1958, said copy to be mailed to him at his 
office in the New House Office Building, Washington, D. C. 

The motion for the adoption of said resolution was seconded by Justice of the 
Peace Popple. 

A vote was then taken upon the motion for the adoption of said resolution, 
which resulted as follows: 

Ayes: Eckelberger, Popple, Jackson, Russin, and Christian. 

Noes: None. 

Absent: None. 

The resolution was then declared adopted. 


[SEAL] Donavp E. KitcHen. 
Certified copy May 23, 1958. 


ResoutvuTion No. 61 


By Mr. Christian, who moves its adoption. Seconded by L. L. Jones. Carried. 


Resolution requesting the Congress of the United States to extend Public Law 
No. 388 of the 84th Congress which expires December 31, 1958, which provides 
for payments in lieu of taxes on real property transferred from the Recon- 
struction Finance Corporation to other Government departments 


Whereas Public Law No. 388 of the 84th Congress, effective January 1, 1955, 

expires by its terms on December 31, 1958, and 
hereas said law provided for payments in lieu of taxes in connection with 

real property transferred from the Reconstruction Finance Corporation to other 
Government departments, and 

Whereas without an extension of said law, or other remedial legislation such 
property having been removed from the tax rolls of the local taxing authorities, 
creates an undue burden and hardship upon local taxing authorities, and 

Whereas there is located within this school district the General Electric plant, 
having an assessed valuation of $2,450,000 which real property is owned by the 
Department of the Air Force, and 

hereas Public Law No. 388 was passed as temporary legislation to remedy 

this situation and such legislation has relieved the local taxing authorities from 
an undue burden and hardship by reason of payments in lieu of taxes: Now, 
therefore, be it 

Resolved, That the Congress of the United States give immediate consideration 
to legislation extending the life of Public Law No. 388, 84th Congress, or pass new 
legislation without delay to provide for payments in lieu of taxes in connection 
with real property removed from the tax rolls by transfers from the Reconstruction 
Finance Corporation to other Government departments; that a copy of this reso- 
lution be sent to the Congressmen from this district and to the chairman of the 
Government Operations Committee. 





wn amen ek 
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County oF Broome, 
State of New York, ss: 


We, the undersigned, chairman and clerk of the Board of Supervisors of the 
county of Broome, do hereby certify that = ake is an original resolution of 
such board, duly adopted on the-.......-. day of ~..--.---------------~----- 
bs ee , by a majority of the members teted te the board of supervisors of 
said county at a regular meeting of said board. 

We further certify that at the time said resolution was adopted said board was 
comprised of 29 members, 

In witness whereof, I have hereunto set my hand and affixed the corporate seal 
of said board this...........--.-- day of 


cated amended | Chairman. 
—-—— , Clerk, Board of Supervisors. 


Jounson City, N. Y. May 23, 1958. 
Mr. Haroup CaristIAn, 


Town of Union Supervisor, Endwell, N. Y. 


Dear Sir: We understand that you are going to Washington to appear at a 
Government Operations Committee meeting where Congressman Meader will talk 
on H. R. 9525, headed payment in lieu of taxes on Government-owned facilities. 

This plant is now owned by United States Air Force and now occupied by the 
General Electric plant, Westover division. 

The Johnson City Fire Department of the Village of Johnson City furnish fire 
protection under an existing contract with the Town of Union and of course under 
such an arrangement they are adequately protected. 

Yours truly, 


WiuuraM F, Ort, Sr., Mayor. 


Jounson City, N. Y., May 24, 1988. 
Hon. Wituram L. Dawson, 


Chairman, Committee on Government Operations, 
House Office Building, Washington, D. C. 
Deak Srr: As attorney for the board of education of Union Free School Dis- 
trict No. 11, Town of Union, Broome County, N. Y., I have been directed to 


urge os consideration by your committee of proposed legislation designated 
as H. R. 9525. 

The General Electric plant at Westover, N. Y., is one of the industrial manu- 
facturing plants which would be covered by the proposed legislation, and is 
situated within Union Free Schoo] District No. 11. 

Since July 1, 1955, the school district has received payments in lieu of taxes 
pursuant to Public Law No. 388 of the 84th Congress, but as you know this bill 
expires December 31, 1958. 

o fail to permit such payments in lieu of taxes to be continued as provided 
by H. R. 9525 or similar legislation, would result in an undue burden and hard- 
ship on the local taxing authorities, since this plant has an assessed valuation 
equal to approximately 20 percent of the school district. 

On behalf of the board of education and the taxpayers of the school district, 
may I urge that you and your committee favorably recommend to the Congress, 
the proposed legislation. 

Very truly yours, 
RosBert EcKELBERGER, Jr. 

Mr. Curist1An. I believe that is all I have to say, except that I 
do appreciate the opportunity of appearing before you now as well 
as before. ; 

Chairman Dawson. Are you going to have something to say, sir? 

Mr. Hurrcur. Mr. Chairman and gentlemen of the committee, 
I have nothing to add to the picture of the town of Union, as it was 
well covered by Mr. Christian; but I would like to add that I have 
recently served two terms as president of the New York State As- 
sessors Association and I have been authorized by that association 
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to urge your favorable consideration of the proposed legislation. 

This Association is composed of over 400 assessors from the State 

re New York. And I also thank you for the opportunity of appearing 
ere. 

Chairman Dawson. We are happy to have had you with us again. 

I did not turn you over to Mr. Michel and Mr. Meader; they might 
want to ask you some questions, Mr. Christian. 

Mr. Curistian. I am very happy to answer any questions if I 
can. 

Mr. Meapenr. I was just going to ask, Mr. Christian, if you could 
put in our record the amount of money the various units had been 
receiving under Public Law 388. 

Mr. Curistian. I can give you this year’s. They do vary; you 
have fluctuating different rates. Some are up and some are down. 
As a matter of fact, this year it is down due to the enactment of the 
sales tax. There were payments made in the amount this year of 
$41,084.05 and 

Mr. Meaper. I see you have a document there. 

Mr. CuristiaAn. I can leave that, sir. It was a statement that 
was sent to the Air Force. I would be glad to leave it with you. 

Mr. Meaper. I think that might 

Mr. CuristTian. There was a school rate of $34,814.50. I would 
be glad to leave this. It shows various—well, like the town general 
tax, the highway tax, the fire and light, garbage, health, planning 
and zoning. 

oes Micue.t. How many people are employed at that particular 
plant? 

Mr. Curistian. It is an up and down proposition. Right now 
I do not know. I would say probably 1,800. I do not know. 

Mr. Micue.. In view of your having mentioned the percentage 
of assessed valuation so far as the school district was concerned, I 
was wondering if there were any estimates of the number of students 
thrust upon that school district as a result of that particular plant. 

Mr. CuristiAn. I could not answer that question. I do not have 
the slightest idea. I would not say that actually it would be too 
many. 

Mr. Micuex. You say it would not. Would it have a direct 
correlation with this 20-percent figure? 

Mr. CuristT1an. No; I do not believe it would be a direct correla- 
tion. It would be less. I do not think there is any question about 
that. As far as how many are working, Mr. Michel, I could not tell 
you. They fluctuate very much. 

Mr. Micuet. That is all I have. 

Chairman Dawson. Thank you very much, sir. 

Mr. Henperson. How are your relations with the Air Force when 
it comes to the assessment and the payment in lieu of taxes? 

Mr. CuristraAn. The assessment? 

Mr. Henperson. Yes. 

Mr. CuristiANn. Well, the State has established and given us an 
equalization rate of 38 percent. I think that pretty much will answer 
your question. 

Mr. Henperson. And the Air Force has accepted that without 
question? 
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Mr. Curist1an. Correct. There is no argument about that. It 
might be lower as far as actual valuation. 

Mr. Henverson. Tell us about this fire-protection contract you 
have with the General Electric Co. 

Mr. Curistian. Well, it is paid separately. They lie within this 
fire-protection district, and they have been billed separately on it, 
because naturally we cannot tax them directly. So it comes within 
the payments in lieu of taxes, all at the same taxable rate of anyone 
else within that fire-protection district which covers a wide area. I 
think the actual fire-protection district covers about, oh, perhaps 10 
or 11 million dollars in assessed valuations. It happens to be within 
the district itself. 

Mr. Henpverson. Thank you. 

Mr. Meaper. In other words, as I understand it, you have a spe- 
cial fire protection district, the outlines of which, geographical borders 
of which, are not contiguous with either the school district or the 
town or any other unit of government. You have a special fire 
protection district. 

Mr. Curistian. That is right. And they are not the same. That 
is the trouble with town government. The districts are never the 
same—school districts, fire, light, and garbage districts are not the 
same. This happened to fall right within the confines of that partic- 
ular established district so far as physical boundaries are concerned. 

Chairman Dawson. Thank you, sir. The document you have left 
with us, containing the figures, will be entered into the record at 
this point. 

(The document above referred to is as follows:) 


Exurpit A 


Statement of town and county taxes pertaining to the General Electric Air Force 
plant No. 59, Plancor 821, located in Johnson City, Broome County, N. Y. 


























Rate 
Tax year Tax Land Taxable per Tax 
value value thou- 
sand 
IGS. ...-. 6 EE ee ere ..---}$50, 000 | $2, 450,000 | None None 
1958... .- TE NE GU nk db 5c cccdnmudiendanunbtn onwated 50,000 | 2, 450, 000 1. 825 | $4, 471. 25 
Mian ss i Sr 2, Oe. con tamweeam anne awaaiek 50, 000 2, 450, 000 7.920 | 19, 404. 00 
1968... -. TOU IEE CVO Wy Oy Bn soo ccck cacdhwaededducedeyans 50, 000 2, 450, 000 1.210 2, 964. 50 
1958. ...- INO Bs icisitis. < wiichinaacciga dab emobnd~ adiaaden 50,000 | 2,450,000 | 3.050 | 7,472.50 
Ey gine ED MON oie acntheidnuontice aseienebumians 59.000 | 2, 450, 000 . 440 1, 878. 00 
1958... _- en OU nn ogo nbkbateocachusdeaeea tenes 50,000 | 2, 459, 000 1. 034 2, 533. 30 
1958... .- is aaa. ia cree Mesto ginaihcncieaioamiiededoaon 50, 000 2, 450, 000 110 269. 50 
1058. ...-. ROW Er ret SNe WONG, Sooo ooo cdcnckemotcnsetdbbbeccen 50,000 | 2,450, 000 1.180 | 2,891.00 
WOOGs dbth todcebiicinancandeame webct iia wtsclerie i o-apda tlie lh atte tlinatae ta: con 41, 084. 05 








The above rates are the prevailing rates for all property in the town of Union. 
None of the above are special assessments. 

The amount of $41,084.05 for the tax of 1958, became due and payable on 
January 1, 1958. 

[SEAL] Raupw C. Pager, 
Treasurer, Broome County. 


Chairman Dawson. Mr. Graves, we are happy indeed to have 
you with us. 
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STATEMENT OF THOMAS J. GRAVES, ASSISTANT TO THE DIVI- 
SION CHIEF FOR FEDERAL, STATE, LOCAL RELATIONS, BU- 
REAU OF THE BUDGET 


Mr. Graves. Mr. Chairman, my name is Thomas J. Graves, As- 
sistant to the Division Chief for Federal, State, Local Relations, Labor 
Welfare Division, Bureau of the Budget. I am appearing as the 
technical witness this morning in response to the committee’s request 
that the Bureau be represented. 

I think the easiest way for me to begin is to point out that, in a 
publication of your own committee, Mr. Chairman, which was orig- 
inally issued by the Intergovernmental Relations Subcommittee, 
there appears the testimony of Mr. Merriam, Deputy Director of 
the Bureau, of 2 years ago before the Senate Government Operations 
Committee, in which the administration’s position with regard to the 
subject of payments in lieu was set forth. 

Briefly stated, the administration’s position is that we feel pay- 
ments should be made on commercial and industrial property which 
has been removed from the local tax rolls since June 30, 1950, and 
where it can be shown that the community has suffered what we 
term “demonstrable hardship.” This question of demonstrable hard- 
ship would be determined by a Federal Board of Local Government 
Payments, which not only would make payments to those communi- 
ties in which the hardship was evidenced but would also make an 
intensive 2-year study of the entire subject of payments in lieu and 
would report back to the President and to the Congress with recom- 
mendations for a permanent policy with respect to this subject-mat- 
ter. We have consistently been opposed, as you know, to any piece- 
meal approach to the payments in lieu problem. 

Now, with regard to legislation pending before your committee at 
the moment, we, of course, advised you with respect to H. R. 12165 
and also H. R. 12183 which are identical measures, and Senate bill 
3677 in which we favor a 2-year extension of Public Law 388 as a 
matter of equity, because up to this point, Congress has not yet enac- 
ted the legislation which we have recommended. The feeling is that 
these payments are integrated into the local revenue systems and it 
would be inequitable to remove them simply because the temporary 
period of time has expired. With respect to Congressman Meader’s 
bill and other bills which have a similar intent, we have not recom- 
mended the passage of the legislation simply because it does not 
square with the general policy that we have for a demonstrable hard- 
ship principle and for an intensive 2-year study of the entire problem. 

That is as much as I can say here at the moment in a brief state- 
ment. I would be delighted, of course, to endeavor to answer any 
questions and furnish any data for the record that the committee 
may desire. 

Chairman Dawson. Mr. Michel? 

Mr. Micuet. What is a demonstrable hardship? 

Mr. Graves. This would be determined by the Board in terms of 
what benefits we may have conferred upon a community and what 
detriment may have occurred as a result of our operations in which 
we may have overburdened them in terms of the services they would 
have to supply to the Federal Government’s installation. 

Mr. Micuet. Who would comprise this Board? 
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Mr. Graves. This would be a Board as we recommend, appointed 
by the President and confirmed by the Senate. It would be a bi- 
partisan Board of five members. ‘They would be high-level type of 
people, somewhat like your independent boards and agencies that 
exist in other fields. 

Mr. Micuet. Would that Board adjudicate all the controversies 
throughout the country? 

Mr. Graves. Yes, sir. It would be a case-by-case approach. It 
would be a quasi-judicial body, although it would have the adminis- 
trative function of making the actual payments and also conducting 
the survey. 

Mr. Meaper. Mr. Graves, were you present when Congressman 
Jonas testified about Charlotte, N. C.? 

Mr. Graves. Yes, sir. I was sitting right behind you. 

Mr. Meaper. About Douglas Aircraft? 

Mr. Graves. Yes, sir. 

Mr. Meaper. If, as he suggested, the date contained in section 
804 (b) (2) 

Mr. Graves. That is your legislation, sir? 

Mr. Mraper. Yes; of H. R. 9525, the date of December 31, 1945, 
were changed to—I think he suggested December 31, 1940, moving it 
back 5 years—do you know whether or not, aside from Charlotte, 
N. C., any other plants would be included within the four corners of 
the legislation? 

Mr. Graves. I would be almost certain they would. Mr. Van 
Cleve is here from the Defense Department to testify later, and I am 
sure that he could speak for his Department. This Department, GSA, 
and possibly the AEC might have some plants. But it would broaden 
the scope of properties that would be included, I am certain. 

Mr. Meaper. Can you think of any offhand? 

Mr. Graves. I do not think of any single one; no, sir. From where 
I sit in the Bureau, these cases do not usually come to me as specific 
instances. 

Mr. Meaper. I had not thought about the Atomic Energy Com- 
mission, but I would assume probably they did build some plants in 
that 5-year period. But, by and large, during World War II, most 
of the industrial plants construction was done under the RFC and 
Defense Plants Corporation, which are already covered under Public 
Law 388. And I was trying to get some idea of just what it would 
mean in terms of additional plants covered under the legislation if the 
date were moved back to accommodate Mr. Jonas’ situation. 

Mr. Graves. Well, I am sure we can endeavor to find out through 
the departments what the effect of a—you say January 1, 1940? 

Mr. Meaper. Well, he suggested December 31, 1940. His plant 
was acquired June 18, 1941, he says. 

Mr. Graves. I see. Well, of course, the cutoff dates that have 
been suggested with respect to previous payments in lieu legislation 
upon which we testified 2 years ago, I believe, were June 30, 1939, or 
the end of the year of 1939, before we got into the war at the time we 
got into our defense production phase. 

Mr. Meaper. Has the Budget Bureau made a study, or does it 
possess any study made by anyone else, as to just what Federal prop- 
erties would be covered from a cutoff date of June 30, 1939? 
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Mr. Graves. No, that is a very hard thing to determine. As you 
know, the General Services Administration makes an inventory of all 
our properties which is usually published by the Senate Appropria- 
tions Committee. I do not recall seeing one yet this year, but. there 
is a recent one out which would narrow the thing down. The last 
one I saw would indicate that we own something in the nature of a 
little better than $3 billion worth of real property; that is, buildings. 
That would not go to equipment or other items of value. And these, 
of course, are estimated that are based on the actual acquisition cost 
to the Government or whatever records we might have that indicated 
how much it cost. But it would not give us any assessed valuation 
upon which taxes wou/d be levied or payments of taxes in lieu would 
be based. 

Mr. Meaper. Has the Budget Bureau made any study of the 
plants which would be covered under H. R. 9525 as it is now written, 
as compared with plants now covered under Public Law 388? 

Mr. Graves. No, sir, we have not. Not to my knowledge. 

Mr. Meape».. Do you have any general impression whether they 
would include very many more plants; that is, whether H. R. 9525 
would include very many more plants than Public Law 388? 

Mr. Graves. That is a question 1 would have to say I honestly 
do not know. Perhaps Mr. Van Cleve would say. 

Are you saying that there would be several more? 

Mr. Van Cieve. We have some figures. 

Mr. G2aves. All right. I would prefer to leave it that way. 

Mr. Meape::. With respect to the matter of policy, Mr. Graves, 
does the administration have any attitude generally with respect to 
the creation of new boards and commissions? Do they like to see 
more boards and commissions or do they like to see fewer ones, or do 
they resist the creation of new ones? 

Mr. Graves. Well, of course, as you well appreciate, Mr. Meader, 
I do not set the policy for the administration; but I could answer 
your question, not in any endeavor to be evasive, but we have sup- 
ported the Hoover Commission recommendations, which are in the 
direction of fewer boards and fewer commissions. 

Mr. Meape».. If this problem, in line with the general policy which 
I understand the administration favors, could be solved without the 
creation of a new board or commission, I take it that the administra- 
tion would prefer to have it done that way. 

Mr. G:.aves. It is true. Although someone, of course, woild have 
to administer the payments. I mean there would have to be « mployees 
engaged in making certain that the will of Congress was carried out 
with respect to this matter. I pershap should make it plain that the 
board, the administration recommended in connection with this 
subject would go out of business after a stated period of time. In 
other words, the payments would be made for a period of about 5 
years and the board would go out of business in about 6 or 7 years. 
So it is not contemplated that this would be a permanent agency of 
the Government. And we are anticipating or looking forward to 
using the permanent agencies of the Government to handle this 
matter. 

Mr. Meaper. Mr. Graves, have you had any occasion to be con- 
cerned about these boards ceasing to exist once they are created? 

Mr. Graves. Well, let me say they have a degree of hardihood 
that sometimes surpasses understanding. 
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Mr. Mraper. Now, with respect to the difficulty of passing judg- 
ment upon the effectiveness of bills presented by the local units of 
government and their approval and payment by the departments, 
you have had 3 years’ experience now with Public Law 388. Are 
you aware of any difficulty administratively in processing those 
payments? 

Mr. Graves. None personally, and none that I know of that have 
been called to the attention of the Bureau, because where I sit, they 
would very certainly have come to me. 

Mr. Meaper.. On the whole, so far as you are aware in the Bureau 
of the Budget, Public Law 388 has worked well and without any great 
amount of disagreement with regard to its terms? 

Mr. Graves. I think so, because these were all communities that 
were being paid by RFC. In other words, the relationship had been 
established and the effect of Public Law 388 was to continue the tax 
payments in these cases. 

Mr. Meraper. Now, with respect to the formula contained in 
H. R. 9525, I believe I read the Budget Bureau’s reports and I have 
listened to your testimony here today. I want to make clear on the 
record whether you find any flaws in the phraseology used to describe 
those properties owned by the Federal Government on which pay- 
ments in lieu of taxes should be made. 

Mr. Graves. You are speaking now with respect to section 803 
which would determine the limitations in 804? 

Mr. Meaper. Actually, the term “industrial manufacturing plant’’ 
defined in section 802 (f). What I wonder is, Does the Budget Bureau 
find any fault with the technical draftsmans! ip of the phraseology 
which would segregate those properties on which payments in lieu 
of taxes should be made from the other vast amount of real estate 
owned by the Federal Government on which no payments would be 
made under H. R. 9525? 

Mr. Graves. Offhand I would say not. I would like the oppor- 
tunity, however, since I did not originally study it, to give it some 
study and perhaps submit to you personally, and for the committee 
records, our views with regard to it. 

Mr. Meaper. It would be fair to assume, would it not, Mr. Graves, 
that unless the Budget Bureau in its report on this legislation, which it 
furnished the committee some time ago, called attention to some 
defective dr ftsmansi ip, that they found nothing serious in the way 
of defects in the draftsmanship? 

Mr. Graves. No, our report on this bill and a number of others 
did not contain any criticism of the draftsmanship. Actually we did 
not, of course, go to the merits of the bill by itself, but reached our 
decision on the basis of principle which this did not meet in terms of its 
overall intent. As far as the draftsmanship is concerned, I did not 
personally study it to see whether it would do what you wanted it to 
do. 

Mr. Meapver. Now, with respect to this basic difference in philoso- 
phy of the approach recommended by the administration and H. R. 
9525 and companion bills, I gather that the Federal Government— 
that is, the administration—in line with its policy when the Kestn- 
baum Commission was created, and its concern for the vitality and 
vigor of local governments, is in sympathy with the objective of pro- 
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viding adequate revenues for defraying the cost of the services ren- 
dered by local governments which benefit Federal property. 

Mr. Graves. Yes, sir. 

Mr. Meaper. But you are not willing to accept the philosphy of 
H. R. 9525 that this is a just debt that the Federal Government owes to- 
these municipalities, regardless of their financial hardship? 

Mr. Graves. Well, the principal difference, as I see it, between 
the general principle of the administration and your measure is that 
your bill would pay the full tax as a matter of just debt, to use your 
own phrase, while we would prefer to take up the community’s case for 
whatever amount we owed the community, which might be, in terms 
of the ins and outs of the situation, a lesser amount than the full tax. 
It would be a payment in lieu of taxes but it would not be payable 
in lieu of a hundred percent of the tax bill. 

Mr. Mravrer. What I am trying to get at, would you require, 
let’s say, in Charlotte, N. C., they come in and show they would 
go broke if vou did not pay them some money, and you try to give 
them something to keep them going. Is that the basis of this hard- 
ship? 

Mr. Graves. No, the basis would be that the city of Charlotte 
would come in and demonstrate by way of application that we had 
created an undue burden on their police department, their fire de- 
partment, the other physical facilities of public works, and that sort 
of thing, which the community would have to furnish to us. And on 
our part, we would have to deduct whatever we had furnished in the 
way of fire protection and services the city ordinarily would do for 
an bdieetrial plant: 

Mr. Meaper. Can you envisage that a municipality be required 
to go to the expense of employing attorneys, accountants, and per- 
haps sending their officials down here to appear before this board 
and in effect trying a lawsuit for each one of these units of Govern- 
ment with respect to each year’s taxes, that it might get into a most 
expensive and voluminous proceeding? 

Mr. Graves. That is right. We have thought about that, and 
the legislation which finally evolved, which is S. 967 or H. R. 2017, 
does contain a statement of policy which in effect directs the board 
to take a liberal approach to the problems that the municipality 
would face. I myself would assume that, if the proposition were 
sufficiently large im number, that your city attorney and your city 
assessor and your other public officials would give this kind of an 
application perhaps a little more priority than they would some of 
their other work. The procedure was not designed to create a situ- 
ation in which the community would have to go out and spend a great 
deal of money in consultant and other extraordinary fees. 

Mr. Meaper. Since the Budget Bureau has not seen any serious 
flaws in the phraseology- 

Mr. Graves. Could I take a reservation on that? I would like- 
to, since I did not examine it. We have not at this stage declared 
that there were any flaws in it, but it was not a case of looking at it 
in terms of the language but in terms of the intent as measured against 
our general principle. 

Mr. Meaper. Well, let us assume that at least you are not attack- 
ing the phraseology now and the Budget Bureau did not in its report 
attack the phraseology or the formula, and we seem to agree that it 
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covers ouly the industrial and commercial properties owned by the 
Federal Government. Would it not be fair to say that there really 
is not any problem for this board to work on and study for another 
couple of years but we have got the answer right now? 

Mr. Graves. Well, we do not feel that we do, sir. 

Mr. Meraper. Certainly the Budget Bureau is not intending to 
let people come down here and ask for payments on public lands 
or on post offices or military reservations or anything of that kind. 

Mr. Graves. We would hope not. 

Mr. Meaper. So I mean when we talk about piecemeal legislation, 
we are not really speaking about piecemeal legislation if the industrial 
and commercial facilities owned by the Federal Government are all 
included by the payments-in-lieu-of-taxes legislation. Is that not 
correct? 

Mr. Graves. That is generally right. 

Mr. Mraper. Mr. Chairman, I did not mean to monopolize the 
time. I did want to get some statements on the record. 

Cheirman Dawson. You got it. 

Mr. Henperson. Just one question; how did you select the date 
of June 30, 1950, for the legislation that you propose? 

Mr. Graves. It is an arbitrary date, but it precedes the Korean 
conflict. 

Mr. Henperson. Oh, I see. It is related to the Korean conflict. 

Mr. Graves. Oh, yes. It was established in that connection. 

Mr. Henperson. One last question, have you had to ask for any 
special appropriations from the Congress to make the payments in 
lieu of taxes under Public Law 388? 

Mr. Graves. I would assume they were included in the Defense 
Department and in the General Services Administration budgets as 
a direct charge against the Government and estimated in the normal 
course of events. But whether we asked for a supplemental or not 
I honestly do not know. I will be glad to find out. 

Mr. Henverson. Their witness will be here. 

Mr. Graves. That is right, Mr. Van Cleve. 

Chairman Dawson. Thank you very much, Mr. Graves. 

Mr. Graves. Thank you, Mr. Chairman. 

Chairman Dawson. Congressman Bates is now with us. 

We will take your testimony at this time upon your bill. 


STATEMENT OF HON. WILLIAM H. BATES, A REPRESENTATIVE 
IN CONGRESS OF THE STATE OF MASSACHUSETTS 


Mr. Bates. Mr. Chairman, members of the committee, I welcome 
this opportunity to speak briefly on my bill, H. R. 12183, which merely 
extends for 2 years, the period for which payments in lieu of taxes 
may be made with respect to certain real property having a taxable 
status and transferred by the Reconstruction Finance Corporation 
and its subsidiaries to other Government departments. 

The Constitution provides that taxes may not be charged to the 
United States on account of real or personal property owned by it 
or any Federal agency. However, the facilities concerned in this bill 
are not so classified as was recognized in Public Law 388, and by 
several court decisions. Accordingly, payments have been made in 
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lieu of taxes under this public law as a substitution for the taxes col- 
lected while the property was under the jurisdiction of the RFC. 

We have endorsed this policy in the past and until a definite policy 
is adopted dealing with the comprehensive and complicated system 
for payments in lieu of taxes, I believe this policy should be continued. 

Speaking for my own State of Massachusetts, there are four defense 
plants in that area and to which the Department of Defense paid 
$263,812 in 1957 under Public Law 388. Last year, the city of Lynn 
received $100,000 to make up for the tax loss resulting from the Navy 
ownership of the General Electric reserve gear plant and Everett was 
paid $94,341. Lynn also received an additional $22,830 in place of 
taxes on Air Force-owned plants. 

These payments to Lynn and Everett as well as some seventy-odd 
other cities and towns throughout the country are in accord with the 
intentions of Congress when it approved Public Law 388. The Con- 
gress recognized that the transfer of real property having a taxable 
status from the RFC or any of its subsidiaries to another Government 
department has often operated to remove such property from the tax 
rolls of States and local taxing authorities, thereby creating an undue 
and unexpected burden upon such States and local taxing authorities 
and causing disruption of their operations. 

Assuming our just share of local services for these Government- 
owned plants having a taxable status by local municipalities is justified 
by the type of service given and the continuing demands for increased 
services and added expenditures on the local level. 

There has been a substantial increase during the past 3 years in the 
costs of municipal government, and it is certain that the municipalities 
which would suffer from the expiration of Public Law 388 would be 
injured even more today by loss of the payments in lieu of taxes pro- 
vided by this law than they would have in 1955. 

These increased demands for expansion of municipal services will 
continue on an unusual scale, and underlying reasons are clear. The 
drive is propelled by a rising population and backlog of capital and 
service needs including expansion of highways, public schools, im- 
provements for the aged, better water resources, veterans’ services, 
juvenile delinquency, proposals to aid industrial development, et 
cetera. 

Surpluses built up during World War II have been depleted and new 
revenues must be sought. Local taxpayers are assuming their full 
share through higher tax rates and taxes of various kinds. 

I feel sure that the Congress and the executive branch will, in due 
time, evolve a satisfactory system concerning eee in lieu of 
taxes. Until this step is taken, however, 1 would urge the continu- 
ation of Public Law 388 for another 2-year period. 

Thank you, Mr. Chairman. 

Chairman Dawson. Mr. Michel. 

Mr. Micuev. No questions, Mr. Chairman. 

Chairman Dawson. Mr. Meader. 

Mr. Meaper. No questions. 

Chairman Dawson. Congressman, you satisfied these gentlemen; 
you raised no controversial issues. Since you want a continuation of 
an existing law and unless they can give you a better law, you might 
get your wish. 

Mr. Bares. Thank you, sir. 


i 
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Mr. Meaper. Mr. Chairman, may I ask one question, stimulated 
by you. 

Chairman Dawson. I was afraid of that. [Laughter.] 

Mr. Meaper. I take it that both you and Mr. Lane would like to 
see permanent legislation instead of identical bills to extend Public 
Law 388? 

Mr. Bares. Yes. 

Mr. Meaper. But in the case we cannot get permanent legislation, 
the least you think we can do is extend the existing law? 

Mr. Bates. That is right. 

Thank you very much, Mr. Chairman. 

Chairman Dawson. Thank you. 

Mr. Van Cleve, General Counsel for the Department of Defense. 
I have been wanting to get you on the stand for a long time. 


STATEMENT OF HARRY R. VAN CLEVE, OFFICE OF THE 
GENERAL COUNSEL, DEPARTMENT OF DEFENSE 


Mr. Van Creve. Mr. Chairman, I have a prepared statement. I 
would like to read it if I may. 

Chairman Dawson. Yes, sir. 

Mr. Van Creve. Mr. Chairman and gentlemen, I appreciate the 
opportunity which you have afforded me to appear before you this 
morning to present the views of the Department of Defense on H. R. 
9525 and H. R. 12165. 

This subcommittee has requested a report from the Department of 
Defense on H. R. 12165. The Department of Defense favors enact- 
ment of that bill. In light of the circumstances which presently exist 
in the field of local taxation, which I want to discuss in some detail 
later, the Department feels that Public Law 388 of the 84th Congress 
should be extended for a period of 2 additional years. 

The Department of the Army on behalf of the Department of 
Defense has reported to you on March 28, 1958, on H. R. 9525 and 
related bills, stating that the Department of Defense does not favor 
enactment of those bills. This morning I would like to summarize 
very briefly some of the views set forth in that report and then go on 
to discuss a new development in this field which this subcommittee 
is probably well aware of, the recent decisions by the Supreme Court 
of the United States in cases dealing with local property taxation. 

In the Department’s report on H. R. 9525, it was stated that the 
Department would favor general legislation authorizing payments in 
lieu of taxes with respect to industrial and commercial real estate 
removed from the property tax roll through acquisition by the Federal 
Government after July 1, 1950, providing such acquisition has resulted 
in a demonstrable hardship upon the particular taxing jurisdictions 
and provided also that: 

One, the final determination as to payment in any given instance 
remains an executive branch reponsibility without judicial review; 
and, two, the financial obligation of the Federal Government is 
specifically limited and safeguarded. 

H. R. 9525 is not in accord with the foregoing principles. I would 
like to refer you to pages 2 and 3 of our report for a discussion of the 
aspects of H. R. 9525 which seem objectionable to the Department of 
Defense. That report also estimates that the cost to the Department 
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of Defense if the bill were enacted would be approximately $24,327,000 
a year. 

At the time H. R. 9525 was introduced, it was thought that the 
law would not permit the taxation of the lessee’s interest in Govern- 
ment-owned real estate at the same valuation as if the lessee were the 
owner. Since that time, the Supreme Court of the United States has 
decided two cases, Borg-Warner Corporation v. Detroit and Continental 
Motors Corporation v. Muskegon, and the decisions in those cases 
have altered our previous understanding of the law. 

Both cases arose under a Michigan statute, Michigan Public Law 
189 of 1953, which provided that when tax-exempt real property is 
used by a private person in a business conducted for profit, the pri- 
vate person is subject to taxation to the same extent as if he were the 
owner of the property. This law is specifically drawn to avoid dis- 
crimination against the lessees of any particular class of real property, 
and under it real property owned by the city of Detroit or the Boy 
Scouts of America or a church and in the possession of persons con- 
ducting a business for profit would be subject to the tax. 

This tax was levied against Borg-Warner, which was in possession 
of a defense plant at Detroit under a lease for a term of years. It 
was also assessed against Continental Motors. which was occupying 
a defense plant at Muskegon, although this occupancy was under a 
permit, not a lease, and the permit could have been terminated at 
will. In both cases, the companies paid the taxes and at our direction 
appealed them. In both cases, the Supreme Court of the United 
States upheld the application of the tax by 7-to-2 decisions. 

I would like to add at this point that Continental Motors became 
subject to payments in lieu of taxes under Public Law 388 in the 
year following 1953, which was the tax year involved in the suit 
which the Supreme Court recently decided. 

The real novelty in these cases stems from the measure of the tax 
assessment. The Federal Government has for many years unques- 
tioningly reimbursed its contractors for the costs of possessory interest 
taxes which measure under one formula or another the value of the 
possession. For instance, under previous decisions, it would seem 
clear that Continental—whose right to occupy defense property could 
be terminated overnight—had a possession of less value than Borg- 
Warner, which occupied property under a lease for a fixed term. 
And under earlier rulings, neither Borg-Warner nor Continental would 
have been said to possess an estate which could be valued as if it 
were the fee in the real estate itself. 

Rehearings were not requested in the Borg-Warner or Continental 
cases, and they are now final. 

It has been estimated that the Department of Defense has approx- 
imately 230 plants which fall within the category taxed by the Mich- 
igan law. Their estimated market value is $5.6 billion, and if a 2- 
percent effective rate of tax on 100 percent of market value were 
collected, the estimated annual tax to the Department of Defense 
would be $112 million. 

I believe that future assessments of possessory interest taxes like 
Michigan’s as approved in Borg-Warner and Continental rest upon 
enactment by a State of a law similar to Michigan law 189 of 1953. 
It will interest you to know that we understand many States are now 
at least considering the drafting of such laws. 
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Some of you undoubtedly know that at the behest of Riverhead, 

Long Island—where a Navy plant occupied by the Grumman Aircraft 

Sorp. is located—the New York State Lesalatare passed a bill taxing 

the possessor of Federal, State, or city real property as if he were the 
owner. After the bill had been passed, but before it had been signed 
into law, a series of articles about the bill appeared in the New York 
Herald Tribune, in which it was pointed out that possessors of the very 
extensive property owned by the city of New York would be subject 
to assessment under the bill. New York City officials stated that the 
effect of the bill would be fantastic and that it would wreak havoc 
with the city’s ability to rent much of its property at favorable rates, 
which assurance of rental income made the bonds of the city authorities 
desirable to investors. At such urgings, Governor Harriman vetoed 
the bill. 

This experience in New York suggests that not every State may wish 
to enact a law like Michigan’s. However, the way seems clearly open 
to them at the present time if they wish to do so. 

The burden of these new taxes on the Department of Defense 
may be very great, as you can see. Further, if the decisions apply 
to plants owned by the Atomic Energy Commission which are run 
by private se Mo under contract with the Commission, the cost 
to the Federal Government would be very greatly increased. Other 
departments of the Government also would be affected—for example, 
the General Services Administration and the Department of the 
Interior. 

In addition to these taxes on the possession of real estate, there 
may be taxes imposed on personal property in the possession of 
contractors as a result of cases decided at the same time by the 
— Court, Murray Corporation v. Detroit and American Motors 

Kenosha. In these cases the Supreme Court, by 5 to 4 decisions, 
pha taxes levied under ordinary personal property ad valorem 
tax laws in Michigan and Wisconsin on the possession of what was 
conceded to be Government-owned personal property and which 
in those cases consisted of inventory and work in process. Roughly, 
these decisions, unless they are modified, would result in a tax cost 
to the Department of Defense of $680 million annually. This 
estimated figure assumes an effective rate of 4 percent tax on 100 
percent of acquisition cost of all personal property owned by the 
Defense Department and in the possession of its contractors. Such 
property, which we estimate to be worth about $17 billion, consists 
of inventory, work in process, machine tools, test equipment, produc- 
tion equipment, contract overhaul equipment, and like equipment. 

Petitions for rehear ing of these cases have been filed by the Solicitor 
General, although the Supreme Court has not yet acted upon them. 

We understand this is the first time in 9 years that the Solicitor 
General has filed petitions for rehearing in a case decided by a majority 
of the Court. 

In view of the very unsettled condition in the field of local property 
taxation which I have described, it is the view of the Department of 
Defense that enactment at this time of a bill like H. R. 9525 would 
only serve to increase the perplexities of local tax administrators and 
the Federal Government alike. We urge this committee not to take 
any action on H. R. 9525 
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In the Court’s opinion in the Borg-Warner case, the Court stated: 


Of course this is not to say that Congress, acting within the proper scope of its 
power, cannot confer immunity by statute where it does not exist constitutionally. 
Wise and flexible adjustments of intergovernmental tax immunity calls for policical 
and economic considerations of the greatest difficulty and delicacy. Such com- 
plex problems are ones which Congress is best qualified to resolve. 

A similar suggestion that the financial burdens on the Federal 
Government created by its decisions could be solved by legislation 
was made by the Court in the Murray case as well, where it said: 

In such circumstances the Congress is the proper agency, as we pointed out in 
Borg-Warner, to make the difficult policy decisions necessarily involved in 
determining whether and to what extent private parties who do business with the 
Government should be given immunity from State taxes. 

As soon as the status of all of these four Supreme Court cases which 
I have discussed is final and as soon as the executive departments are 
able to arrive at a detailed estimate of the probable costs resulting 
from these cases, I hope that we will be able to recommend to Congress 
legislation of a permanent nature in this field, following the course 
suggested in the portions of the Court’s opinions which I have just 
quoted. 

Thank you very much. 

Chairman Dawson. Mr. Michel. 

Mr. Mice. Mr. Van Cleve, on page 5 did you mean to delete in 
the first line “the Department of Agriculture’’? 

Mr. Van Cuieve. I did. It is not clear yet whether property owned 
by the Department of Agriculture is occupied by private businesses 
for a profit. There is some question whether, for instance, the grain 
storage facilities are operated by private businesses at a profit or simply 
for the Department of Agriculture by private operators. 

Mr. Micuev. All right. Further on then, in probably that next 
paragraph, having to do with the improving of personal property tax 
on inventory, last fall our Subcommittee on Intergovernmental Rela- 
tions, while out in California, was faced with this proposition with 
several witnesses I think in the Los Angeles area. 

Has anything been resolved in that particular field as yet? 

Mr. Van CueEveE. I can tell you where we stand in the Los Angeles 
personal property tax cases. 

Mr. Micuet. All right. 

Mr. Van Creve. If I may give a little history so that the record 
will show it to some extent. 

Chairman Dawson. Sure. 

Mr. Micuet. I think it would be well. 

Mr. Van CteEve. Starting in 1953, Los Angeles County and other 
counties in California—San Diego and Alameda Counties particu- 
larly—assessed a personal property tax against materials in the 
possession of defense contractors in the airframe industry. This 
was property subject to progress payments under the defense con- 
tracts; and under the defense contracts, once a progress payment had 
been made, title to all the property vested in the United States. 

The progress payments ran roughly 90 percent of the value of the 
property, and originally Los Angeles County and the other counties 
assessed to the contractors only that portion of the property repre- 
sented by the unreimbursed amount; that is, approximately 10 
percent of the value of the property. In subsequent years, Los 
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Angeles County changed its basis for assessing and at the present 
time is assessing the full value of all inventories. 

After considerable consideration of the matter, the Department of 
Defense authorized two contractors in Los Angeles County to bring 
claims for refund against the county for the taxes paid in 1953. 
These were Aerojet General Corp. and Convair in Pomona. 

Those suits were filed in 1956. They were tried in 1956 and 1957, 
and they resulted last spring, a year ago, in decisions by the trial court 
in favor of the taxpayers. Those decisions stated that the tax collec- 
tions were illegal, invalid and unconstitutional under both State and 
Federal law. 

The county filed a notice of appeal, and the cases have now been 
appealed to the supreme court of California, which has retained juris- 
diction of them. We think they will be argued probably September 
29th of this year. 

The effects of the Murray and American Motors cases on the Cali- 
fornia litigation is in some doubt, particularly because the supreme 
court has not yet acted on the petitions for rehearing in those cases. 

There are two issues essentially in California. One is whether the 
State law permits the taxation of this kind of property; secondly, 
whether the Federal Constitution and Federal statutes would permit 
it if the State statutes do. 

I would say probably that if the Murray case is not modified on 
rehearing, there is no longer a Federal issue, because the Supreme 
Court has found that the Constitution does permit this kind of taxa- 
tion. But there remains in California the State issue, whether the 
State laws contemplate or permit a tax on the possession of personal 
property. 

Mr. Micue. Well, we told our witnesses during the course of that 
hearing that it ‘would undoubtedly be brought to the attention of the 
Congress during the course of this year and the ensuing years, but 
that “probably no action would be taken until we had once seen what 
action the courts had taken 

Mr. Van Cuieve. Well, the situation in California is representative 
of the situation elsewhere. It is somewhat more acute in California 
for these reasons: The property which becomes immune is that 
owned by the Federal Government. If we were speaking of inven- 
tories, inventories collected by a private company, bought by it for 
performance of the Government contract, which may remain in the 
possession and ownership of the private company until the com- 
pleted article is taken by the Government—in that case, those 
inventories are subject to local taxation. 

It is only when the Federal Government takes title to the inven- 
tories prior to completion of the contract that a Federal immunity 
arises. 

The Federal Government takes title when it makes progress pay- 
ments, as it must under the law, so that it is generally in the industries 
where progress payments are customary or necessary that the question 
of Federal immunity arises. And the making of progress payments 
is very customary in the airframe industry and the missile industry. 
Those industries are centralized in California. 

That is a long explanation to suggest that the problems in Cali- 
fornia are enaasdonakhy more acute than they would be elsewhere, 
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although they are exactly the same in nature as they would be 
elsewhere. 

Mr. Micueu. I appreciate your giving us this background, Mr. 
Van Cleve; and I think, Mr. Chairman, it might be well when the 
testimony is prepared, to have a copy of this portion be given to the 
Intergovernmental Relations Subcommittee to follow it up out there. 

I am sure Mr. Meader has some questions. 

Mr. Van Creve. Could I add one thing to complete the picture? 

Mr. Micuet. Sure. 

Mr. Van Creve. Our taxes in Los Angeles County on the personal 
property and possession of contractors in the airframe industry alone 
have run approximately $5 million a year. I suggest this figure to 
show the tremendous impact that legislation authorizing taxes such 
as those which have been collected in Los Angeles would have. This 
is one county and one industry within the county and a tax on 10 
percent of the inventories present. 

Mr. Meaper. I have the answers to some of the questions you 
asked before if you want me to hit some of them. 

Chairman Dawson. Would you like to ask this witness the ques- 
tions that you asked the prior witness? 

Mr. Meaper. Well, I had some questions I wanted to ask Mr. 
Van Cleve but I do not care whether he gives these first. [Laughter.] 

Mr. Van Creve. Why don’t you go ahead, then. 

Mr. Meaper. Mr. Chairman, I was going to say first of all that 
I have a very high regard for Mr. Van Cleve’s grasp of this subject. 
We dealt together in the preparation of this legislation over a period 
of time and he has been most cooperative. That is why I would 
like to ask a few questions about the bill specifically as a matter 
of draftsmanship, because I know he is familiar with it. 

Chairman Dawson. I think the legislative counsel of the Congress 
drafted it; did he not? 

Mr. Meaper. Well, in consultation. 

Chairman Dawson. I mean assisted you in drafting it. 

Mr. Meaper. In consultation with some people in the executive 
branch of the Government, including Mr. Van Cleve. 

Chairman Dawson. I see. 

Mr. Meaper. I do not want to put him in the position of being 
the author of the bill [laughter], but his comments during the course 
of draftsmanship were very helpful. 

I would like to ask first of all, under Public Law 388, Mr. Van 
Cleve, has the experience of the Department of Defense been satis- 
factory with respect to carrying out the terms of the bill? 

Mr. Van Creve. We have had some problems, all of which have 
been resolved, Mr. Meader. 

I would say that it has been satisfactory, and what problems existed 
at the beginning have now all been resolved. Were the bill to be 
continued, we would have I think no problems in the future relating 
to the bill. 

We have had continuing problems related to the assessment by 
certain jurisdictions of the value of property, which we have disagreed 
with, and those I think would always continue. 

Mr. Meaper. Now turning specifically to H. R. 9525, have you 
given any thought to the formula for separating these federally 
owned real properties on which payments ought to be made in lieu 
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of taxes to local governments from those which should not be subject 
to payments in lieu of taxes? 

Mr. Van Cieve. We have not decided which properties of the 
many we own would fall within H. R. 9525 and which would not. 

We have considered how the formula expressed in section 802 (f) (2) 
would be applied against our property. 

I would say with respect to that, that although there are going to 
be cases where there will be differences of opimion, I personally find 
the definition easy enough to understand. Although I am sure in 
the future someone might disagree with an eventual position of the 
Defense Department, I do not have much difficulty with this language. 

Mr. Mraper. I was interested in your statement, you had not made 
a survey of properties owned or in the custody of the Department of 
Defense to determine what plants would come under the terms of 
H. R. 9525 that are not already under Public Law 388. 

Mr. Van Cieve. I did not mean to give that impression. 

We have made a rough survey of which ones would be and which 
ones would not be and we have found that approximately four times 
as many properties would be covered by H. R. 9525 as are presently 
covered by Public Law 388, which is one of the points you raised 
with Mr. Graves, I believe. 

Mr. Meaper. Yes. 

I had the impression that there would not be anywhere near that 
number of additional plants from previous discussions. 

Now have you prepared a list of what you estimate would be the 
additional coverage under H. R. 9525? 

Mr. Van Cieve. I do not have a list of the plants with me, although 
I think it could be supplied to you if you wish. 

Mr. Meaper. I would like to have it for the committee’s record. 

Chairman Dawson. Thank you very much, Mr. Van Cleve, if 
you will supply it. 

Mr. Van Creve. Certainly. 

Mr. Meaper. | would like a list of plants which will be under H. 
R. 9525 that are not under Public Law 388. 

I wonder also in that connection if you were here when Congress- 
man Jonas testified with respect to the Charlotte, N. C., property? 

Mr. Van Cueve. I was. 

Mr. Meraper. He suggested that the cutoff date be moved back 
from August 31, 1945, to sometime prior to June 18, 1941. He sug- 
gested December 30, 1940, and I believe Mr. Graves said that a 
cutoff date of June—sometime in June of 1939—had been used in 
other connections. 

I wonder if it would be possible in this list that you prepare to 
show what, if any, additional plants would be included if the cutoff 
date were moved back to either the one suggested by Congressman 
Jonas or the one mentioned by Mr. Graves? 

Mr. Van CieEve. We can do that, Mr. Meader, but let me suggest 
two difficulties which are apt to delay any such report. 

One is that if we go back to a period in 1939 or 1940, we have 
records 20 years old. Those in many cases have been retired and are 
very difficult to find. 

The other difficulty is this, we do not in many cases acquire a plant 
outright. We will acquire a portion of it and then we will add to it. 
We will then buy something else. And it is very hard in many cases 
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to say what part or what share, what percentage of a plant was 
acquired at a given date and what was acquired at an earlier time. 

There is also a problem of what is acquired, because in some cases, 
we have a lease which we later turned into a purchase; in some cases 
we took the plant temporarily under a species of condemnation during 
the war and we later made a full condemnation and took the plant 
entirely. 

I will have to make some assumptions in any such report and I am 
afraid if we go back 20 years, there will be a fairly considerable delay 
in finding the records to show when the plants were acquired. 

We have not apparently always kept these records. I think in 
the 1930’s and early 1940’s, we must not have anticipated we would 
need to know when we acquired certain properties, and sometimes it 
needs detective work to decide when in fact we did acquire certain 
properties. There was a lot of confusion during the war. 

Mr. Meaper. In respect to the properties, even with the cutoff 
date of December 31, 1945, could you explain why there would be 
four times as many properties under H. R. 9525 as there are under 
Public Law 388? 

Mr. Van Creve. There would be a variety of reasons. One would 
be that we did acquire certain plants after the war which were owned 
before or during the war by the RFC; those of course would be in the 
bill. But as you know, Public Law 388 excludes any plants which 
passed into private ownership after 1945, and then passed again into 
the Federal Government’s ownership. Those plants would be included 
under H. R. 9525, which would account for some increase. 

Mr. Meaver. Now, I know specifically of one Congressman 
Derounian was interested in, which was an RFC property sold on 
mortgage and then forec losed, and thus the Federal Government 
reacquired title. 

Are you referring to others of the same class? 

Mr. Van Creve. There are properties as far as I know in New 
York, Connecticut, and New Jersey, all of which followed that same 
pattern; owned by the RFC until a point in 1945 or 1946, sold by the 
RFC in one fashion or another to a private person, end then either 
purchased or condemned by the Government after the sale to a private 
person. 

Another factor which would account 

Mr. Meanper. Incidentally, the Defense Department has what, 
approximately 50 plants under Public Law 388? 

Mr. Vaw Creve. Forty-six I believe. 

Mr. Meaper. Forty-six. So if H. R. 9525 became effective, you 
estimate now there would be how many, 200? 

Mr. Van Creve. I haven’t estimated by number of plants, but 
by value of plants. But I would say it would be roughly in the 
same order, both value and number would increase by about four. 

Mr. Mraper. Can you say offhand approximately what the De- 
fense Department has been paying annually on these 46 plants under 
Public Law 388? 

Mr. Van Creve. I can give you a total figure of payments to date, 
which is a little over $28 million. I can give you the 1957 payments, 
which were over $5 million. But I cannot give you an accurate figure 
for prior years because of the fact that the tax years of the jur isdictions 
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entitled to payments were not coincident with the beginning of Public 
Law 388, so in many cases we paid a tax for a portion of the tax year. 

Also I should add we did not establish our procedures for payments 
under Public Law 388 for a few months after it was passed; in that 
fashion we made some back payments in 1956, with a result that the 
figures which we have for the payments in 1956 probably do not 
accurately reflect the annual costs. 

We have paid a little over $5 million in 1957 and anticipate that 
the charges will run about that much so long as the bill continues. 

Mr. Meaper. Now, I was interested in your discussion of the 
Michigan act. 

Let me ask whether under the terms of that act it would be possible 
for a municipality or school district to get paid twice, once under 
Public Law 388 and once under the Michigan act? 

Mr. Van Creve. No, it would not, because the Public Law 388 
provides that payments will be made only if the property is not 
otherwise subject to tax. 

Now, there is a slight difficulty, because the Supreme Court has 
approved a tax on the possession, not a tax on the plant. But we 
have assumed that a payment under Michigan Law 189 is a tax 
payment, and therefore would not make a payment under 388 for 
the same plant. This is in fact the pattern which was followed in 
the case of Continental. It paid no taxes in 1953, when the case 
arose. In subsequent years, it has been given payments under Public 
Law 388, but it has not paid taxes under ‘Public Law 189 in Michigan. 

Mr. Meaper. Now, there are one or two points” 

Mr. Van Cieve. Mr. Meader, could I expand on that just a little 
bit. 

There is another situation in California. The Douglas aircraft 
plant in Santa Monica is subject to a more ordinary possessory interest 
tax on real estate in California. The tax is not measured as if the 
possession is worth the fee; it is measured at a very small fraction of 
the fee. But in that case—and the plant, I should say, is also subject 
to payments under Public Law 388—-we pay the California possessory 
interest tax. We then deduct that amount from the amount which 
would otherwise be paid under 388 and pay the difference under 388 
to Los Angeles County. 

Mr. Meaper. That raises a point about the committee’s report, 
and I think it is also in your statement; namely, that final determina- 
tion as to payment at any given instance remains an executive branch 
responsibility without judicial review. 

Now, let me ask you whether in your opinion that is the case under 
Public Law 388 and would be the case under H. R. 9525? 

Mr. Van Cuieve. I will have to give you my own opinion under 
Public Law 388, and it is that there is no judicial review under that 
bill. 

We have had one case where judicial review seems to be suggested 
and I do not know the outcome of that case _. { think probably 
this conclusion would also be true under H. R. 9525 in view of the 
limitations expressed in section 804 (a) (1). 

Mr. Meaper. As I recall one of our discussions, it was pointed 
out by some people within the Department of Defense that aes 
was no penalty in Public Law 388 and if no payment were made a 
all, that nothing would happen, which gives, it seems to me if that 
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is possible, a possible interpretation under the law of pretty wide 
discretion within the executive branch of the Government. 

Mr. Van Creve. Well, I think Public Law 388 provides that the 
Government is not ‘subject to the penalties imposed by statute in the 
communities for nonpayment or late payment of taxes. But I think 
that the executive branch would feel itself subject to certain penalties 
if it did not follow the terms of the law. 

Mr. Meaper. Well, I believe the penalties are specifically excluded 
under section 804. 

Mr. Van CieEve. Yes, sir; 804 of H. R. 9525 

Mr. Meapmer. Yes : specifically prohibiting a any penalty from being 
imposed by a local government against the Federal Government. 

Mr. Van Cieve. Yes. 

Mr. Meaper. So in general, would it not be your opinion that these 
two points that you say are so important—the final determination as 
to payment; and second, the financial obligation of Federal Govern- 
ment limited and safeguarded—would you not say they are pretty 
well covered by the legislation as drafted now? 

Mr. Van Cieve. No, sir; I do not think so. 

Mr. Mraper. What do you mean by the second point there? I 
was not quite clear what this statement meant: 

The financial obligation of the Federal Government is specifically limited and 
safeguarded. 

Mr. Van Cieve. The administration’s proposal would limit and 
safeguard the Federal Government’s contribution by making the 
payments only when a demonstrable hardship has been shown, and 
the amount of payment would rest in the discretion of the Federal 
Government. 

That is not literally true with respect to Public Law 388 or with 
respect to your bill, because both provide that the payment to be 
made will be that which a private person would make, and neither 
of them provides for any offsetting amounts to represent the benefits 
accruing to the community by the location of defense activities or 
Government activities there. 

Mr. Meaper. Well, by saying that the financial obligation of the 
Federal Government is specifically limited and safeguarded, you do 
not mean by some dollar amount, do you, that the Federal Govern- 
ment shall not in any case be liable for more than so many million 
dollars? 

Mr. Van Cieve. No, no; a finaiicial ceiling was never contemplated 
so far as I know. 

Mr. Meaper. To ask you again about the administration’s position 
that is the creation of a board, was the application to be made in each 
year by each unit of the Government for each tax? 

As a lawyer, can you not envisage a great volume of bearings and 
expense of attorneys and accountants, not only on the part of the local 
governments but upon the part of the executive branch of the Goveri- 
ment, in appearing before this board and arguing perhaps about the 
benefits? You can get into long arguments about the benefits as 
compared with the cost to the locality. Would you not be inviting 
a hodgepodge of drawn-out litigation with respect to each tax, with 
respect to each year, and with respect to each local unit of government 
that wanted to apply for these funds? 
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Mr. Van Cuieve. I think there would undoubtedly be appearances 
and hearings, and I think particularly in the early years of any such 
board’s existence they might tend to take a lot of time on the part of 
both sides. 

I would suggest two things, though: One, the board would un- 
doubtedly establish certain guidelines which would be followed, I 
would suppose, in board limits by the board in all jurisdictions, certain 
ways of assessing value benefits to a community. Once those were 
established, they would probably simplify the problems of those ap- 
pearing before the board. 

The other point is this: When Public Law 388 was first enacted, 
we had some problems with a good many jurisdictions. To my 
knowledge, all of those now have been resolved and I think at least 
those problems will not arise again. 

I would wonder if the same thing might not be true under such a 
board that, although in the first vear or two there might be difficulties 
and differences of opinion, if those are satisfactorily resolved, presuma- 
bly subsequent years would not pose the same kind of problem. 

Mr. Meaper. Well, I understood Mr. Graves to indicate this 
board should go out of existence in a couple of years. But it is 
possible, I suppose, that the board would like its work so well that it 
would suggest legislation that would make it permanent. 

Do you have any comment on the possibility of this board disap- 
pearing after a couple of years if we took that route of payment in 
lieu of taxes? 

Mr. Van Cieve. Well, I would say—I am afraid I must agree with 
Mr. Graves, that temporary bodies have a habit of staying around 
for a long time, like temporary buildings, in Washington. On the 
other hand, it does seem to me that the work of the board probably 
would be completed in very large measure within a limited period of 
time and I would then expect the administration to recommend its 
dissolution. 

Mr. Meapver. What bothers me about the administration’s ap- 
proach is the implication that these payments are not something that 
the municipality is entitled to by reason of the services that it pro- 
vides—fire protection, police protection, paving, and so on—and that 
the Federal Government apparently takes the position that the 
administration measure, if it wants to offset against the cost of those 
services the benefits conferred on the community, that it is different 
than any other manufacturer; because, take specifically the aluminum 
plant in my district, it brings in a certain amount of payroll, it may 
fluctuate up and down and there may be burdens on the community 
which vary from year to year. I mean there might be a higher 
welfare load or unemployment compensation load by reason of the 
employment in that plant. 

Take General Motors transmission division, also in my district. So 
far as I can see, they bring payroll into the area in the same fashion 
that the Federal Governme nt does, but should there be a distinction? 

They both receive similar services and the community has to raise 
the money somehow to provide those services. Why should the 
Federal Government want to offset against its payment of its share 
of the cost of the services the benefits that it brings in the way of 
payroll and spending power when General Motors is not permitted to 
do that with respect to the property that is actually on the tax rolls? 
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Mr. Van Cirve. Let me suggest three considerations, Mr. Meader. 
One is that private businesses are in many States accorded special 
tax favors. Many States have attracted industrial manufacturing 
companies to those States from other States by offering them im- 
munity from taxes or lower rates of tax for a period of years, so that I 
think the Federal Government would be entitled to at least that 
amount of equal treatment. Second, the Federal Government is not 
in exactly the same position as a private company in many cases, for 
in many cases the Federal Government supplies many things which 
are normally supplied by a county or local taxing unit—paying of 
roads and the provision for sewers, for example. 

In some cases, those facilities are extended to the community. For 
instance, a road built by the Federal Government to a defense plant 
is obviously open to anyone in the community to use. 

The third consideration is one which I think weighs very heavily 
with us when we consider the very extreme competition for the loca- 
tion of, in our case, defense facilities in various parts of the country, 
and also the ver y heavy pressure which is brought bear upon us to 
reactivate closed or partially idle plants in a community. We are 
at those times told very forcefully that the community must have 
this business, it needs the business very much indeed, and we are 
urged very strongly to open plants in certain places or to put new 
production in plants which are not running full blast. 

This was, for instance, true in the Bridgeport brass plant in Adrian, 
which was closed for a period of years, 1950 to 1952, I believe. 

Mr. Mzaper. I do not like to get into a dispute with you about a 
matter of fact, but let me say so far as I am concerned—and I was 
the Congressman at the time—no pressure was brought upon the 
Air Force to use that Bridgeport Brass plant. 

Mr. Van Creve. I did not mean at all to suggest that the pressure 
comes from Congress. 

Mr. Meaper. And I do not think there was any pressure brought 
on the Government from the community to do anything except—lI 
think there may have been some dispute about which particular 
contractor the community would like to see in there; but other than 
that, I do not know of any pressure brought by the community to 
just make work in the Bridgeport Brass Co. plant in Adrian. 

Mr. Van Creve. As a general rule—putting Adrian aside—when 
defense plants cut back on production, we are almost certain to receive 
letters from union groups, from civic groups and from local govern- 
mental groups. Those letters are sometimes reinforced by congres- 
sional interest in the matter urging, and I think it is a perfectly reason- 
able thing for them to urge, that new defense business be placed or that 
aeiense business be continued where it has been going before. 

Mr. Mraper. I dare say the Defense Department does not spend 
its money simply because of such pressures rather than because it 
needs the items for the defense of the country. 

Mr. Van Cuieve. No, that is true, we do not. But I think the 
existence of these pressures suggest to our minds that the communities 
see a desirability in having defense business in their area and in most 
cases the communities do Tealize, and in all cases I think they should 
realize, that if the defense business is placed there, the inventories 
and other personal property will not be eat be local taxes. 

Chairman Dawson. You are opposed to 952 











PAYMENTS IN LIEU OF TAXES 


~] 
a 
~ 


Mr. Van Creve. I beg your pardon? 

Chairman Dawson. The result, sum and total of that is you are 
opposed to passage of 9525? 

Mr. Van Creve. Yes, sir. 

Mr. Meaper. I wonder, Mr. Van Cleve, did we in our colloquy 
cover the points that you noted in my discussion with Mr. Graves? 

Mr. Van Cuieve. You had asked two questions which I did have 
the answers to. 

One was that the costs of Public Law 388 have been paid—and I 
think perhaps it was Mr. Henderson who asked this—have been paid 
through our regular appropriations for maintenance and operations, 
and not through specific requests for appropriations for that purpose. 

You also asked Mr. Graves about the problems of administration 
under 388 and I thought if you were interested, I could tell you a few 
of them we have had. 

In New York State, for instance, there is a provision in the law 
that the county—if I have the right taxing jurisdiction—will collect 
the taxes and for that act of collection, will be paid a certain small 
percentage of the taxes, I think it is 5 percent, for its services as 
collecting agency for other taxing jurisdictions within the county. 

Public Law 388 requires that the payment be made to the jurisdic- 
tion which levies and collects the taxes, I believe. In that case, many 
cities consisted that we pay the taxes directly to them, so that they 
would avoid the service charge which the county put on them, yet 
we were unable to under the bill. 

We had, in those cases, to send lawyers from Washington to get the 
county officials and the city officials and school district officials all 
together in one room and agree that whoever we paid the payment to, 
that was the discharge of our obligation. And we did do that. 

We had an example of a plant located I believe near Dallas. It 
was a city in Texas, at any rate. It had not been within the corporate 
bounds of the city until after Public Law 388 was passed. Very soon 
thereafter, the city took action to incorporate the plant within its 
municipal bounds, which resulted in the city’s sitting here with a 
long, thin channel running out to the plant some 15 miles away. In 
that case, we had to apply to the Comptroller General for advice and 
he advised us that in view of the legislative intent expressed in the 
hearings and report on 388, we were not entitled to make payments 
under that act to Dallas. 

We have a present problem which I think we are going to have to 
submit to the Comptroller General. Public Law 388 makes it fairly 
clear that payments are to be made because of commercial and in- 
dustrial-type activity in defense plants. However, the listing of 
properties which would be subject to that act which appeared when 
the act was first passed contains certain properties that were then 
used for Reserve training purposes. We do not consider this to be 
commercial or industrial activity. And it raises the question whether 
a plant which is now contemplated for transfer from one military de- 
partment to another in New Jersey will remain entitled to payments. 
Now in that case, the plant has been used for industrial purposes. If 
is is transferred, it will be used for Reserve purposes; that is, organ- 
ized Reserve training. 

We think that the intent of Public Law 388 was to stop payments 
at the time that the plant stopped being used for industrial purposes, 
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but we do not know. I think we may have to apply to the Comp- 
troller General for a ruling. 

The last problem I would suggest was one which is still with us in 
some form. We estimated the costs of Public Law 388, before the 
act was passed, on the basis of the last payments made by the RFC. 
Now, it turned out in plants both in Chicago and in Seattle, when we 
went to make payment, we were assessed in 1 case 5 times more than 
the RFC had paid and in 1 case something like 12 times more than the 
RFC had paid. This created much consternation. 

In that case also, we sent lawyers to the locations to discuss the 
matters with the local assessors. In both cases, it turned out that a 
combination of reassessment since the last RFC payment, plus the 
fact that the plants in the last year of RFC ownership had been idle, 
had resulted in the increased assessment of the plants. In both cases, 
we arrived at satisfactory assessments, satisfactory both to the taxing 
officials and to the Government. 

But that kind of question, what is the proper assessment for a 
plant, will always remain with any of these bills. 

Mr. Mraper. Mr. Chairman, | would only like to say I think Mr. 
Van Cleve has demonstrated that he has diligently and skillfully, and 
I think successfully, sought to make Public Law 388 work. I would 
like to let him know that I appreciate his efforts in that regard. 

Mr. Van Creve. Thank you very much. 

Chairman Dawson. Mr. Henderson. 

Mr. Henperson. Just to follow through on the last comment you 
made, have there been any instances where you have reached an 
impasse on the amount of the assessment? 

Mr. Van Creve. No, there have been none. 

The only case we had was this situation in Dallas where the Navy 
refused to pay and it was eventually supported by the Comptroller 
General when the matter was submitted to him. 

Mr. Henperson. Yes. 

Mr. Van Creve. But on the question of assessment itself, we have 
been able to agree in each case. 

Mr. Henpverson. I see. You negotiate with the local assessors? 

Mr. Van Cuieve. We operate very much like a private taxpayer. 
We have certain remedies. We do not like to enter equalization pro- 
ceedings because of our feeling that we are not subject to judicial 
review under the bill. E qualization proceedings is at least a prelim- 
inary step to judicial review. However, we do talk about our prob- 
lems with the local assessors and sometimes with the city council or 
county board of supervisors, or whatever is the governmental unit 
involved, just as I say I think a private taxpayer might. And in 
each case, we have been able to resolve any question of assessment. 

Mr. Henperson. That is all. 

Chairman Dawson. Questions? 

Mr. Ponann. | remember in your comment on the Borg-Warner 
case, you mentioned the taxes being assessed against Borg-W arner. 
I have not heard it pointed out in the testimony anywhere ‘but if my 
recollection is right the lease that Borg-Warner had with the Govern- 
ment contained a downward escalator clause so that the tax was 
ultimately in fact paid by the Government. The Government actu- 
ally paid it because of diminished rent return. 
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Mr. Van Creve. I do not know how the tax reimbursement in 
Borg-Warner was handled. Borg-Warner was reimbursed for the 
cost of the taxes under its contract. Precisely how it was handled, 
I did not know. 

I wonder if I could make a point clear that may not be clear. I 
have talked about costs to the Government under all four of the 
Supreme Court cases. Now it is clear that if it is the possession 
either of real estate or personal property which is taxed, that possession 
rests in private persons. 

I have talked about costs to the Federal Government because in 
almost every case, in 99 percent of the cases, the costs of increased 
taxes or of new taxes will be passed on to the Federal Government in 
one of two ways, either by operation of the contract clauses which 
provide for escalation in case of increased tax burden, or simply 
through increased cost of the products purchased by the Federal 
Government at that plant where the taxes are paid. So that although 
the tax is levied against a private person, we anticipate that virtually 
all of those costs will eventually be passed back to the Federal 
Government. 

Mr. Po.tanp. That is the point I thought ought to be clear in the 
record. 

Chairman Dawson. Thank you very much, Mr. Van Cleve. You 
have been a very wonderful witness. 

Mr. Van Cieve. Thank you, Mr. Chairman. 

Chairman Dawson. We have Mr. Curtis Roos, of the Public 
Building Service, General Services Administration. 

Mr. Roos, are your associates going to join you? 


Mr. Knorr. Mr. Chairman, I am Lawson Knott. This gentleman 
is from the Comptroller’s Office. 
Mr. Roos can speak for us. 


STATEMENT OF CURTIS ROOS, PUBLIC BUILDINGS SERVICE, 
GENERAL SERVICES ADMINISTRATION 


Mr. Roos. Mr. Chairman, members of the committee, I think 
GSA’s position has been pretty well stated in our reports on these 
various bills which have been submitted to your committee, and in 
some of the testimony that has been received here from Mr. Graves 
and Mr. Van Cleve. So I do not believe it necessary to make a 
statement. I have no prepared statement to make. 

As the committee is aware, we are in the business of disposing of 
real property and we would be very happy to see all excess and sur- 
plus industrial plants in our inventory on the tax rolls. We are trying 
to do that in every way possible. 

L have here a list of the properties that we have on which we are 
presently making payments in lieu of taxes. I have a list of the prop- 
erties in our excess and surplus inventories upon which we do not 
make payments in lieu of taxes at this time but upon which we prob- 
ably would—and doing some guessing—have to make payments under 
H. R. 9525 if it were enacted. 

I think I can give some guestimate at least as to how many prop- 
erties we would have to make payment on in lieu of taxes if the bill 
were amended to make it retroactive to December 31, 1940, as Mr. 
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Jonas has suggested. So I would be very happy to answer any ques- 
tions if I can. 

Mr. Henperson. Would you make that estimate? 

Mr. Roos. With respect to Mr. Jonas’—— 

Mr. Henperson. No; with respect to 9525 

Mr. Roos. With respect to 9525, I believe there are three additional 

roperties presently in our excess inventory upon which we would 
vave to make payments in lieu of taxes. 

Mr. Henperson. Only three? 

Mr. Roos. Only three. 

Mr. Henperson. Now, did you have a further estimate on Mr. 
Jonas’ amendment? 

Mr. Roos. If Mr. Jonas’ amendment were enacted, of course there 
is the question as to these properties, whether they are actually indus- 
trial or not. We might have to question some, and probably would. 
And the exact date of acquisition, I mean I do not have it here, but 
I am making a reasonably certain estimate that there may be 18 
additional properties. 

Mr. HenpeErson. Going back to 1940? 

Mr. Roos. Going back to 1940. 

I would like to subject that to clarification when we submit the list. 

Mr. HENDERSON. Sure. 

Have you found any special problems in the administration of 
Public Law 388? 

Mr. Roos. I had occasion yesterday to thumb through our files 
just quickly to see just what has occurred on the properties that we 
presently have in our inventories, and mostly it is the question of 
getting the local communities to submit the right vouchers, and so 
forth and so on. 

We have questioned assessments in some cases, most of the time 
resolved them very quickly. 

On one industria] plant at Omaha we did object to the assessment. 
We thought it was much too high. In view of the fact we had 
recent appraisal, when it was presented to the local tax people, ate 
went along with us. 

In another case in Brooklyn, we objected to the payment in lieu 
of taxes on other grounds, that the property was used primarily for 
governmental purposes, and we appealed to the General Accounting 
Office and was overruled and are now proceeding to pay the back 
payments on it. But generally speaking, we have had no particular 
difficulty. 

Mr. Henperson. Have you had to seek any special appropriations 
for payments made under Public Law 388? 

Mr. Rounana. We operate this through public buildings appro- 
priation. It is included as a total of the appropriation. 

Chairman Dawson. Any other questions? 

Thank you very much. 

Mr. Roos. Thank you. 

Chairman Dawson. Next we have Mr. M. D. Portman, finance 
director of the city of Columbus, Ohio. 

Mr. Portman, we are very happy to have you with us, and se 
Mields, of the American Munic ipal Association. You have had : 
long wait. You have heard some very interesting testimony. 
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STATEMENT OF M. B. PORTMAN, FINANCE DIRECTOR, COLUMBUS, 


OHIO; ACCOMPANIED BY HUGH MIELDS, JR., AMERICAN 
MUNICIPAL ASSOCIATION 


Mr. Portman. Mr. Chairman and members of the committee, my 
name is M. D. Portman. I am finance director of the city of Colum- 
bus, Ohio. I am testifying today for the city of Columbus and the 
American Municipal Association. 

The American Municipal Association, through its affiliated leagues 
of municipalities and the direct membership of cities in 48 States, 
Alaska, the District of Columbia, and Puerto Rico, represents nearly 
13,000 cities, towns, and villages of all sizes. 

I would like to begin by reading to the committee for the record 
AMA’s payments in lieu of taxes recommendations as adopted at the 
34th Annual American Municipal Congress which met this past 
December in San Francisco. I am incidentally a member of the AMA 


payment in lieu of tax committee which formulated these recommenda- 
tions. I quote: 


The American Municipal Association and the cities which it represents con- 
sistently have urged the Congress to authorize the payment to municipalities by 
the Federal Government of local property taxes or the payment of an annual 
sum in lieu of taxes on federally owned property. The Commission on Inter- 
governmental Relations in its report to the President noted that the immunity 
of the National Government from State and local taxation requires urgent atten- 
tion. This immunity reduced the tax base of municipalities. The burden falls 
unevenly, being most severe in areas where the value of Federal property is large 
in proportion to the total property value, the Commission reported. 

Chairman Dawson. May I ask you a question there. Do you not 
think a community is benefited by these Federal installations? It is 
not all one sided or cities would not be striving to have these installa- 
tions placed within their boundaries. 

Mr. Porrman. Mr. Chairman, those things are relative. For 
example, at the committee meeting in San Francisco, and in the one 
in St. Louis which I attended also the previous year, it was pointed 
out by one city—and this city was a perfect example, a glari ing example 
of this inequity—in which the most valuable properties in this me- 
dium-sized town were occupied on its waterfront by shipbuilding 
facilities which were 

Chairman Dawson. Shipbuilding facilities owned by the Federal 
Government? 

Mr. Portman. That is right. Properties along the waterfront 
which deprived that city of tax-rich facilities, and for which they 
were getting no payments. 

Chairman Dawson. Did they have—— 

Mr. Portman. That is one example. 

Chairman Dawson. Did they have a number of persons who 
otherwise would not be employed and did not the community get the 
benefit of the purchasing power of the payrolls that were brought 
there? 

Mr. Porrman. At first that appeared to be so, but it became more 
of a burden than an asset after a considerable period of time. 

Chairman Dawson. I see. 

Mr. Portman. I would like to also point out that I think one of 
the other gentlemen here pointed out that other industries which 
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come to cities do not have the immunities which the federally owned’ 
properties enjoy. 

Chairman Dawson. But do you not offer inducement to the private 
concerns to locate in your community? 

Mr. Portman. The only inducements that we in Columbus and 
Franklin County offer to private industry is a more favorable climate 
in the way of better schools, better transportation, and better general 
facilities which we have found provide greater inducement. 

Chairman Dawson. If you provide:those facilities for the increased 
spending power they bring to the community, you hold that out as 
an inducement for them to come? 

Mr. Portman. What inducement are you talking about, sir? 

Chairman Dawson. The school system, and so forth. 

Mr. Portman. That is right. We try to prove to these potential 
industries that Columbus and Franklin County is a more suitable 
community in which to locate. 

Chairman Dawson. That is right. 

Mr. Portman. And I can point that out in my statement. 

Mr. Dawson. I should not have interrupted you maybe. 

Mr. Portman. I mean there are certain facts I would like to point 
out, which I think will explain that. 

To continue this quote: 

Congress has from time to time recognized the necessity of obligating the 
Federal Government to pay some State and local taxes or their equivalent. The 
84th Congress passed Public Law 388 which grants temporary relief to about 
sixty communities by authorizing Federal agencies to make payments to local 
authorities in lieu of property taxes on property transferred since 1946 by the 
Reconstruction Finance Corporation. 

The American Municipal Association commends the Congress for its efforts 
but recognizes that the measure does not meet the needs of our cities. What is 


needed is a greatly expanded and permanent program for payments in lieu of 
taxes. We therefore resolve: 

The impact of Federal acquisition of real and personal property on tax rolls 
of local government places an undue burden on, and seriously threatens the con- 
tinued existence of, many local governments. In addition, tax avoidance by the 
Federal Government and its departments has become a pattern for thousands 
of Federal agents and private contractors, thereby drastically reducing nondis- 
criminatory local sales, license and excise taxes. 

The association urges the Congress to adopt the recommendations of the 
Commission on Intergovernmental Relations and ‘‘* * * inaugurate a broad 
system of payments in lieu of property taxes to State and local governments.”’ 


Congressman Meader’s bill, while it falls far short of meeting the 
problem defined by the Commission on Intergovernmental Relations— 
and of meeting AMA’s policy goals, is nevertheless a welcome step 
forward. 

Now a word about the situation which exists in my own community. 

I was going to gloss over many of these, but since Congressman 
Dawson raised a point or two, I will go into it in detail. 

Like many of its sister cities throughout the Nation, Columbus, 
Ohio, has been affected by post-World War II growing pains. 

From a city of some 300,000 persons, Columbus has grown in 
population to approximately 470,000 in the past decade and a half. 

Needless to say, the cost of rendering municipal services has sur- 
passed in ratio the increase in population and land area. Actually, 
what has decreased in proportion to growth is the revenue from 
property taxes. 
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In an effort to help itself, the city has enacted a one percent income 
tax with 25 percent of the revenue of that tax being used for retire- 
ment of bonded debt voted by the people. 

Our property tax rate is $22.40 per thousand valuation, which is 
another inducement, Mr. Dawson. 

Circumstances in Ohio’s capital city provide that only about a 
million and a half dollars are available from our property tax revenue 
from general fund purposes. The largest industry in Columbus today 
is North American Aviation, which has a normal work force of some 
15,000 persons—and, incidentally, that has been reduced considerably 
in the past 9 months. This plant occupies a site formerly held by the 
Reconstruction Finance Corporation. The site is adjacent to the 
Columbus Municipal Airport and lies in an area regarded as one of 
the most valuable in Franklin County from the standpoint of tax 
valuation. 

Last year, the Federal Government paid to the county a total of 
$156,800 in lieu of taxes for that occupancy. Of that sum, the school 
system received $101,920; the county, $21, 980; the city, $21,980, and 
the State, $4,200. Retention of this source of revenue is vital to our 
economy. 

While the city has been forced to levy a payroll tax and is struggling 
to keep its financial head above water, the county is far less fortunate. 
Franklin County today is facing a financial crisis and the loss of any 
tax revenue whatsoever would be disastrous. 

The current economic recession has provided a negative attitude 
by the public toward additional revenue-raising measures. Only last 
May 6, the voters turned down a 1-mill levy to provide adequate 
poor relief and child welfare funds for Franklin County. 

North American Aviation lies in an outlying section which requires 
considerable service in the way of water and sewer facilities, police 
and other protective services. This further emphasizes the need to 
retain payments in lieu of taxes. 

In 1956, the voters of Columbus approved a multi-million-dollar 
bond issue for the expansion of Port Columbus which directly benefits 
North American Aviation. 

To illustrate even further, in Columbus—which is a State capital: 
some 32 percent of all property is tax exempt Government property. 
About 20 percent of all Government tax-exempt property is occupied 
by Federal facilities. This in part illustrates why income from prop- 
erty taxes in our city is relatively low. 

It is another illustration as to why Columbus has been encouraged 
to engage in an historic annexation program. This, by the way, is 
another inducement for industry. 

Since January 1, 1954, the city has increased in size from 40 square 
miles to about 86 square miles so that we may provide more sites for 
industry inside the city. Our central city provides all the essential 
utilities, such as water and sewer lines. The city of Columbus must, 
therefore, retain adequate sources of revenue to provide the essential 
local government services to the industries, the growing population 
and the other governmental institutions—which are tax exempt, by 
the way—within our confines. 

In conclusion, I should like to call to your attention some previous 
conclusions regarding the fundamental need for remedial Federal ac- 
tion concerning this problem. 
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In 1943, the Secretary of the Treasury in pursuance of Senate 
Resolution 160 reported to the 77th Congress as follows: 

Federal payments on Federal properties located within the boundaries of local 
governments presents one of the more difficult and less satisfactorily handled 
problems in intergovernmental relations. The problem has been aggravated by 
the Federal acquisition of large * * * defense facilities. These acquisitions often 
create difficult local financial problems because they deplete the local tax base, and 
because in many instances Federal properties make it necessary for local govern- 
ments to expand governmental services. 


The first Hoover Commission report recommended that: 


* * * every effort should be made to leave to localities and States adequate 
resources from which to raise the revenue to meet the duties and responsibilities 
of State and local governments. 

In 1947, during the 80th Congress, the Senate Committee on Public 
Lands held extensive hearings on the matter, traveling from coast to 
coast in order to obtain factual, accurate, authoritative data. The 
committee report said that: 

The testimony established beyond doubt the dire need for immediate legislation 
to relieve local governments from an excessive and inequitable tax burden. 

The report concluded that ‘Procrastination will not diminish the 
size of the problem nor provide a remedy.” 

The American Municipal Association hopes that enactment of H. R. 
9525 will constitute yet another small step in the direction of curing 
a longstanding inequity. We respectfully urge your immediate, favor- 
able consideration. 

Chairman Dawson. Questions? 

Mr. Henperson. Mr. Portman, what does this sentence in your 
resolution mean: 

In addition, tax avoidance by the Federal Government and its departments 
has become a pattern for thousands of Federal agents and private contractors, 
thereby drastically reducing nondiscriminatory local sales, license and excise taxes. 

That is on the first page of your statement. 

Mr. Porrman. Yes. 

Mr. Henprerson. The paragraph next to the last. 

Mr. Porrman. I think I can explain that generally, according to 
my own knowledge of the matter. Where the property is federally 
owned and products are manufactured by private contractors for the 
Federal Government, they are exempt from such things as local sales 
license and excise taxes. | know that is true in Ohio, from my personal 
knowledge. 

Chairman Dawson. Have you a law in Ohio such as they had in 
Michigan where you can tax the use of federally owned property in 
the hands of private contractors? 

Mr. Portman. No; we do not. Frankly, and again I refer to my 
own limited knowledge of the situation, we have had only this one 
plant with which the relationships have been excellent, especially in 
these payments. And there has been no, shall I say, cause for such 
legislation to be requested or initiated. What has occurred elsewhere 
I am only familiar with to the extent of what I read in the AMA 
publications and communications from other cities. 

Mr. Henperson. I must confess I am still a little puzzled about 
this sentence: 


In addition, tax avoidance by the Federal Government and its departments 
has become a pattern for thousands of Federal agents and private contractors. 
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That is what I do not quite get. 

Mr. Portman. Mr. Mields may have some additional material 
from the AMA that I do not have. 

Mr. Henperson. Yes. 

Mr. Mietps. Well, it is the belief of the municipal officials in our 
organization, and I believe outside of our organization, that the De- 
fense Department has purposely gotten into the partial payment 
operations—that is, in terms of the defense contractors—for no other 
reason than to avoid the payment of taxes, local taxes of a nondis- 
criminatory nature. 

This is the position of the people in Michigan and Wisconsin. 

The end result of this particular position was the Borg-Warner 
Corporation v. the City of Detroit case and the Continental Motors 
Corporation v. the Township of Muskegon case, and the various law- 
suits that were initiated in the State of California. This happens 
to be why this particular phrase or sentence is in our policy statement. 

The partial payment problem was, as we understood it, something 
that could have been solved by an Executive order; and we requested 
it of the White House, that they cease and desist the practice of 
placing the partial payment clauses in defense contracts. We were 
turned down on that particular request. So that is the reason why 
the statement is in the record. 

Mr. Henperson. Thank you. 

Mr. Potanp. Mr. Portman, I notice you have about five times as 
much tax-exempt property belonging to other governmental agencies 
as the amount owned by the Federal Government. 

What have you been doing to get relief from that burden? 

Mr. Porrman. Well, these other properties are not industrial. 
I mean they are like—well, Columbus State capitol. 

Mr. Potanp. Well, you said 32% percent is tax exempt and only a 
fifth of that is Federal. So that leaves you about 26 percent of all your 
tax-exempt property is used by other governmental units. 

I wondered why you jumped in on the Federal Government to 
begin with? 

Mr. Portman. Well, we did not jump in on the Federal Govern- 
ment. We just showed that the payment in lieu of taxes by a pro- 
ducing firm for private profit should accrue to the benefit of the city. 

Mr. Potanp. Well, you heard testimony today that all the pay- 
ments made, if they are made by a private firm, are invariably passed 
on to Federal Government anyway, so that the Federal Government is 
paying it. 

Mr. Portman. That is true, and I said we had no difference with 
that policy in Columbus. 

Mr. PoLanp. One other question, pursuing the inquiry made by the 
chairman in respect to the inducements offered to have industrial 
plants located in your area. 

Do you think it makes any difference that a Federal plant is actually 
owned by the taxpayers themselves and is performing services and 
offering facilities for the benefit of the people themselves, and not 
operated for a profit, and any reduction of the operating costs redound 
to the taxpayers who own it, does that make any difference? 

Mr. Portman. I would say it does; yes, sir. Of course, North 
American Aviation is a private industry in business for a profit. 
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Mr. Potanp. I know, but I think we all agreed here—-you and I 
both agreed together—that North American is not paying the tax; 
it is the taxpayers who are paying the bills that North American 
renders to the Federal Government. 

Mr. Mre.ps. I think, if I might just comment on that, I would 
like to quote a section that appears in Senate Report 1276 of the 
Committee on Government Operations, on S. 6, which is a bill relating 
to elimination of claims of immunity from State and local taxes based 
on contracts with the United States. The decision of the Supreme 
Court in Kern-Limerick, Incorporated, v. Scurlock, states that— 

Federal sovereignty does not spell immunity from paying the added costs, 


attributable to the taxation of those who furnish supplies to the Government and 
who have been granted no tax immunity. 


| think this is applicable right down the line. It is not a question 
of what taxpayers pay for North American’s bills; it is the question of 
the impact of North American on the community of Columbus and it 
is an unequal impact in terms of another similar community that is not 
servicing an equivalent Federal installation but has, on the contrary, 
utilized equivalent space for a taxpaying private contracting organi- 
zation which is producing goods and services. 

Mr. Potanp. For the United States of America, and which the 
taxpayers are paying for. 

Mr. Mietps. But the big problem in the payment-in-lieu-of-tax 
picture is many of these installations are concentrated in certain com- 
munities and the impact or incidence of cost falls predominantly on 
those areas and less so in other areas. So that that affected com- 
munity itself is making the greater contribution toward the cost. 

Mr. Potann. Having the advantages which the chairman suggests 
because of the value and the spending power of the payroll and the 
other things that are inherent in that. 

Mr. Mre.ps. Of course, this is true in the case of any industry. 

Mr. Potanp. I have no more questions, Mr. Chairman. 

Chairman Dawson. Mr. Meader. 

Mr. Meaper. No, thank you, Mr. Chairman. 

Chairman Dawson. Thank you very, very much. 

We only raise those questions because it seems to me that every- 
body is ready now to soak the Federal Government. It cannot be 
taxed. ‘“The power that taxes is the power to destroy.”’ I think 
that is fundamental, when you consider that these installations have 
been made at a time in the life of the Nation when it was necessary 
to preserve the Nation itself for all of us. Now everybody wants to 
soak the Federal Government and the Federal Government can only 
pay taxes by soaking the people. I do not know—we are getting into 
a rat race. 

Mr. Pouanp. This can go off the record. 

(Discussion off the record.) 

Mr. Potanp. Do they not make brooms in the State prison over 
there? 

Mr. Portman. That I do not know. 

Mr. Pouanp. I think they do. 

Mr. Porrman. Nonprofit. 

Mr. Miexps. The Federal Government is not willing to pay even 
a service charge; for example, sewer service charge. They are not 
willing to pay special assessments for streets which are not financed 
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by the Federal Government but which are financed by the locality 
and which service these Federal installations. 

If we could determine what these service costs are on a unit basis, 
the communities would be perfectly satisfied to levy that kind of a 
charge on Federal installations of a manufacturing nature. We are 
not interested in soaking the Federal Government; we are only 
interested in seeing to it that the community is properly compensated 
for the services it extends to all the rest of the—— 

Chairman Dawson. The community is not in shape to protect 
itself—you have to protect the Nation in order to protect the com- 
munity, and that can only be done by your Central Government. 

It has grown into tremendous size, it is true; but it is in order to 
protect the Nation in this war-torn world and to keep from being 
destroyed ourselves. 

Mr. Mreups. I agree with your entirely, Mr. Chairman. 

I think just simply, though, that the cost should be levied equitably 
on all of us rather than being concentrated— 

Chairman Dawson. Would you levy the tax cost, then, on the man 
who has no government installation, with all of its 15,000 people 
bringing in the payrolls, into the community? 

Mr. Porrman. Mr. Chairman, I agree with your thesis completely 
and I think I have demonstrated by my statement that the people of 
Franklin County and the city of Columbus are doing their share by 
paying income tax. 

Chairman Dawson. Yes. 

Mr. Portman. The city payroll tax on gross earnings of 1 percent 
to supply additional services 

Now, in certain areas where we feel there is inequity, im certain 
property tax areas—-the only reason why I point out the tax-exempt 
property is to show the vast amount of area in Columbus which we 
know is tax exempt and which we do not question. 

These properties are occupied by installations which cannot be 
occupied by private industry, which as a result could supply us with 
additional property tax revenue, and we want them to stay. 

Chairman Dawson. This is a very enterprising town and one of 
our fine communities, a great example of American growth. I hate to 
see the people of Columbus take this attitude toward the Federal 
Government. 

Mr. Porrman. Our attitude toward the Federal Government is 
certainly a mild one in regard to revenue. 

The only thing is we have this one plant and the relationships have 
been adequate, as far as we are concerned. We seek no change in the 
relationships as far as that goes. 

Chairman Dawson. I was surprised to know that because I asked 
these questions this way in the hearing of last week, the newspapers 
ran out and said I was opposed to the legislation and blah, blah, blah, 
blah, and so on. 

Thank you very much. 

Mr. Portman. Thank you. 

Mr. Mie.tps. Thank you. 

Chairman Dawson. You have been very, very patient. 

We have Mr. Hillenbrand. 
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STATEMENT OF BERNARD F. HILLENBRAND, EXECUTIVE 
DIRECTOR, NATIONAL ASSOCIATION OF COUNTY OFFICIALS 


Mr. Hittensranp. Mr. Chairman, my name is Bernard Hillen- 
brand. I am the executive director of the National Association of 
County Officials. 


I have a rather long statement and since it is late, with the permis- 


sion of the chairman, I would like to have it incorporated in the 
record. 


Chairman Dawson. You will file that and then you can make your 
oral statement. 
(The statement is as follows:) 


STATEMENT OF BERNARD F. HILLENBRAND, EXECUTIVE DiREcTOR, NATIONAL 
ASSOCIATION OF CouUNTY OFFICIALS 


THIS TESTIMONY SUMMARIZED 


The National Association of County Officials representing elected and appointed 
county officials in 47 States and State associations of county officials in 43 States, 
wholeheartedly endorses Congressman George Meader (Republican, Michigan) 
bill, H. R. 9525. This measure effective January 1, 1959, would authorize 
counties and other State.and local governments to receive payments in lieu of 
taxes on all Government-owned industrial properties acquired since December 31, 
1945. This is an excellent start to a solution of a much larger problem, It is to 
be preferred to H. R. 12165 which would merely extend for 2 more years Public 
Law 388 (expires December 31, 1958) which authorizes payments in lieu of taxes 
on a very limited number of specific Government-owned industrial properties. 
What is needed, however, is a broad general program of payments in lieu of taxes 
as recommended by the President’s Commission on Intergovernmental Relations 
(reporting in 1955) and every other independent group that has ever studied the 
problem. Again a start to this broad program has been advanced with the bipar- 
tisan bill, S. 967, now before the counterpart of this committee in the other body, 
or H. R. 2017, before the House. This measure is to be preferred to either of the 
above-mentioned bills. 

With the permission of the chairman I would like to have NACO’s policy 
statements 3—1 and 3-2 incorporated in the record. They read as follows: 

“3-1. The National Association of County Officials agrees with the basic 
premise of the Commission on Intergovernmental Relations that Federal real 
property holdings create inequities between Federal and local taxpayers. We 
concur with the Commission’s logic that true equity in this situation can be 
achieved only by some broad system of nondiscriminatory payments in lieu of 
taxes and a set of shared revenue plans. We agree with the recommendation of 
the President’s Commission except that we believe no exemption should be made 
from payments in lieu of taxes on behalf of military installations or Federal 
buildings either owned or leased, unless the use of such buildings is either of a 
strictly local benefit or a completely universal nature, and hence, common to all 
or most communities in the Nation. We also oppose the use of any cutoff date 
as unfair. We object to any arbitrary provisions designed to prevent so-called 
windfall payments. We do not desire at this time the inclusion of provisions for 
payment on behalf of any federally owned personality. 

“3-2. Specifically, the National Association of County Officials endorses and 
supports the payment-in-lieu-of-taxes program as exemplified in the administra- 
tion bill, S. 967, which has been introduced by 13 Senators and is presently before 
the Senate Committee on Government Operations. While limited in scope and 
of an experimental nature, we believe that this bill is a step in the right direction 
toward solving some of the financial drain on local government units.” 


PRESIDENT’S COMMISSION RECOMMENDATIONS 


In 1955, the President’s Commission on Intergovernmental Relations on which 
five members of this honorable body served, had this to say: 

“The Commission recommends that the National Government inaugurate a 
broad system of payments in lieu of property taxes to State and local govern- 
ments. The most important class of properties on which such payments should 
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be made is commercial or industrial properties. Special-assessment payments 
and transitional payments in lieu of taxes should be made in certain cases. 

“The Commission believes that these payments are necessary to help preserve 
financially the health of local governments. Present tax immunity of Federal 
property has weakened many local governments. The States and National 
Government share in the responsibility for avoiding actions which impair the 
financial ability of local governments. Equity as between Federal and local 
taxpayers requires the National Government to make ap; ropriate payments. 
These should be based largely on the property tax system, which is the main 
source of local revenue.” 


HOUSE GOVERNMENT OPERATIONS COMMITTEE ACTIVE 


We are particularly pleased to be invited to appear before the House Govern- 
ment Operations Committee. It is significant that the only time we were success- 
ful in our 20-year effort to obtain equity from the Federal Government was when 
this committee gave us speedy action on the bill that became Public Law 388. 
We are confident that the committee will continue the precedent. 

Again with the permission of the chairman we wold like to have incorporated 
into the minutes of this meeting the recommendations of the Study Committee 
Report on Payments in Lieu of Taxes and Shared Revenue. Collectively, 
Committee Report on Payments in Lieu of Taxes and Shared Revenne. Col- 
lectively, they form a most excellent set of principles to guide the Congress in 
devising a fair and equitable system. Some are in 8. 967. They are as follows: 


RECOMMENDATION 1 


Congress should not consent to payment of property taxes or any payments in 
lieu of proverty taxes on the categories of properties enumerated below. This 
immunity should not extend to special assessments (see recommendation 7): 

(a) Property which, if privately owned or used, would by reason of its use be 
exempt from taxation under the laws of the State of situs. 

(b) Property used or held primarily for services to the local public, including 
but not limited to the following types of properties: Courthouses; post offices and 
properties. incidental to local postal operations; weather stations and observation 
posts; assay offices; local irrigation properties; sanitation projects; federally 
owned airports maintained and operated by the Civil Aeronautics Administration; 
and properties used for experimental, testing, or research purposes, such as a 
pilot plant, experimental farm, testing station, or laboratory, if the activities 
associated therewith serve primarily the local public. 

(c) Office buildings not associated with commercial or industrial activities and 
not included in recommendation 2, customhouses, facilities for coining money 
and printing currency, bullion depositories, river and harbor improvements, 
prisons, reformatories, detention farms, hospitals, dispensaries, outpatient clinics, 
homes for the aged, sanitaria, quarantine and immigration stations, cemeteries, 
Coast Guard aids to navigation, beacons, facilities used in the police and regulatory 
functions of the Federal Government (other than those which are incidental to 
or an integral part of the properties included in recommendations 2 or 3) and 
military and naval installations (but not those engaged in industrial or commercial 
activities) such as forts, camps, armories, observation posts, guard posts, proving 
grounds and airfields. 

(d) Property which under Federal law is subject to a payment to a State or 
local government of any portion of the revenue derived from its use or from the 
sale of such property or any of its products (revenue-sharing arrangements). 

(e) Stocks of strategic and critical materials and of agricultural commodities 
and other personal property which is not incidental to industrial or commercial 
activities. 

RECOMMENDATION 2 


The Federal Government should consent to nondiscriminatory State and local 
taxation of the following categories of properties in accordance with the laws of 
the State of- situs: 

(a) Properties acquired by the Federal Government to protect its financial 
interest in connection with loans or contracts of insurance or guaranty, such 
payments to continue until the property has been disposed of or placed in perma- 
nent use by the Federal Government; 

(b) Properties sold by the Federal Government under conditional sales contract 
or leased to taxable persons. 





SS PAYMENTS IN LIEU OF TAXES 


RECOMMENDATION 3 


The Federal Government should make payments in lieu of property taxes on 
on the following categories of properties, other than those enumerated under 
recommendations 1 and 2: 

(a) Commercial and industrial properties, including properties employed by 
private contractors in the performance of contracts with the Federal Government, 
title to which has passed to the Federal Government:-pursuant to any partial or 
advance payment contract clause; 

(b) Properties used or held for activities which serve primarily national or broad 
regional interests rather than those of the local public; 

(c) Rental housing other than low-rent housing. 

The payments in lieu of taxes should be equivalent to the amount of taxes which 
would be assessable against the property, if taxable, according to its value as de- 
termined by the established tax procedures of the taxing jurisdiction, including 
all provisions for administrative and/or judicial review of assessments, tax rates, 
or levies in accordance with applicable laws governing assessments and taxation, 
provided that Federal property is treated on the same basis and accorded the 
same safeguards as non-Federal properties. Payments thus established should 
be adjusted as follows: 

(i) Reduced for the local cost of specific and customary State or local govern- 
mental services provided at Federal expense to the taxing jurisdiction or its 
residents, or the Federal property, or Federal employees and their families who 
reside within the taxing jurisdiction. The amount of this reduction should be 
based on the unit-cost of the particular services to the taxing jurisdiction, or in 
the absence of such unit-cost data should be based on the unit cost in comparably 
nearby taxing jurisdictions. 

(ii) Increased by the amount of the expenditures incurred by the taxing juris- 
diction in providing specific services to the Federal property which it does not 
customarily provide to non-Federal properties. 

The amount of adjustments (i) and/or (ii), if any, should be determined by the 
Federal review board (see recommendation 8) on application of either the taxing 
district or the Federal agency owning the property. Where properties of more 
than one Federal owning agency are located within the taxing district, the Federal 
review board should allocate any adjustments made under (i) and/or (ii) among 
the Federal properties involved. 

Local property assessing jurisdictions containing Federal properties deemed to 
be subject to payments in lieu of taxes hereunder should be required to file, with 
the Federal owning agency, applications for such payments on forms prescribed 
by the Federal review board. The application should contain a statement by the 
legally constituted assessing authority showing the peoperty values proposed as 
the basis for computing tax equivalents hereunder. Such application should also 
advise the Federal property-owning agency of the steps necessary to be taken to 
secure administrative and/or judicial review of the valuation of the property as 
fixed by the assessing authority under the laws of the State of situs applicable to 
assessments of property for taxation. The application should also contain a 
statement by an appropriate fiscal authority on behalf of the taxing jurisdictions 
involved showing the applicable tax rates and the statutory procedures to be 
followed to secure review of any objections to such rates. 

Federal agencies owning properties subject to payments hereunder, if requested 
by the legally constituted assessing officer of the taxing jurisdiction in which the 
property is located, should supply such statements or reports with reference to the 
property as may under applicable laws be required of the owners of taxable prop- 
erty. To prevent disproportionate Federal contributions to particular communi- 
ties, the total amount of payments to any taxing district for those properties 
described in paragraphs (a) and (b) of this recommendation which are located 
therein should be subject to the following limitation: 

If the total payment to any taxing distriet:in any year, as computed hereunder, 
exceeds the total taxes levied against all non-Federal taxable property in the 
district, the Federal review board (see recommendation 8) should determine 
whether or not the computed total payment would confer unwarranted benefits 
upon the taxing jurisdiction, contrary to the interests of the taxpayers of the 
United States, and should fix the total payment at such a sum as it shall deem 
fair and reasonable, but in no event at a sum less than the total taxes levied 
against all non-Federal taxable properties within the taxing district. Where 
properties of more than one Federal owning agency are involved, any reduction 
in the total payment determined hereunder should be apportioned among the 
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Federal properties in accordance with their respective values as otherwise deter- 
mined under this recommendation. 

No payment should be made to a State or local government which declines to 
provide services to the Federal property or its residents or employees and their 
families upon the same terms as are accorded to other properties, residents, or 
persons, unless the Federal property holding agency deems the provision of such 
services to be unnecessary or undesirable. 

These payments should be made by the Federal agency charged with the ad- 
ministration of the particular property. 


RECOMMENDATION 4 





Recommendations 2 and 3 should not apply to properties acquired by the 
Federal Government before September 8, 1939, unless the Congress has specifically 
authorized the payment of property taxes or payments in lieu of taxes on account 
of such properties. 

RECOMMENDATION 5 


The Federal Government should make transitional payments in lieu on Federal 
properties described in category (c) of reeommendation 1 which would not also 
fall within category (a), (6), or (e). These transitional payments should be made 
over a 10-year period in diminishing amounts. With respect to properties in 
Federal ownership at the time of the enactment of the legislation here proposed, 
transitional payments should be limited to properties acquired within the imme- 
diately preceding 10 vears. 

RECOMMENDATION 6 


In all the foregoing recommendations, the term “‘property”’ includes real prop- 
erty and tangible personal property according to the legal definitions of these 
terms in the State of situs. 

RECOMMENDATION 7 


The Federal Government should consent to the payment of special assessments 
to finance local improvements where both non-Federal and Federal properties are 
included in the benefited district and subjected to the assessment, provided that 
Federal property is treated on the same basis and accorded the same safeguards 
and exemptions as non-Federal properties. 


. RECOMMENDATION 8 


Congress should authorize and direct the President to appoint an administrative 
review board, composed of three members who should have responsibility for 

(a) Promulgating rules and regulations governing the payment program and 
assuring that all property-owning Federal agencies pursue uniform payment 
policies. 

(b) Determining the amount of adjusted payments in lieu of taxes under 
recommendation 3. 

(c) Resolving, as an appellate body, Federal and State/local differences arising 
under this program. 

(d) Submitting annual reports to the President. 

An advisory committee should be established to consult and advise the admin- 
istrative review board with respect to the administration of the payment program. 
This committee should consist of heads of Federal agencies and representatives of 
State and local governments, and of the public. This committee should recom- 
mend to the President such changes in the payments legislation as it deems necessary. 


Mr. HrtLtenBRAND. Fine. What I have to say can be summarized 
this way. The National Association of County Officials represents 
6,000 elected and appointed county officials in the 47 States and 43 
State associations and county officials. We wholeheartedly support 
Mr. Meader’s bill, H. R. 9525. We think that this is a very con- 
structive step. It is much to be preferred to a simple extension of 
Public Law 388, but we are still firmly of the opinion that what the 
Congress ought to do is follow the recommendations of the President’s 
Commission on Intergovernmental Relations and pass a broad pro- 
gram of payments in lieu of taxes. 





























































































































































































































PAYMENTS IN LIEU OF TAXES 


Chairman Dawson. But until they do that, then you would be in 
favor of renewing this? 

Mr. HILLENBRAND. Well, of course it is a question of shall we take 
a bite of bread, a slice of bread, or a loaf of bread. 

We believe we are entitled to a loaf of bread, but we would take 
the bite. But we would prefer Congressman Meader’s whole slice of 
bread, Mr. Chairman. [Laughter.] 

I want to say this, that the National Association of County Officials 
has been coming before this Congress now for 20 years on this prob- 
lem. It is a very pressing ove in almost all parts of the country. It 
is significant that the only time we ever got significant action was 
when the legislation came before this committee and resulted in Public 
Law 388. 

We hope the committee will continue this action precedent. 

Chairman Dawson. We had a very able member of the committee, 
devoted public servant, Mr. Meader, who felt the burden on some of 
the communities and we passed Public Law 388. Now he is bringing 
before us H. R. 9525 and also some bills asking for renewal of Public 
Law 388. And you would be in favor of H. R. 9525? 

Mr. HitLensRanp. Yes. 

Chairman Dawson. If you cannot get H. R. 9525, you will take 
the renewal? 

Mr. Hittenpranp. Yes. But we would much prefer the bill 
I think it is H. R. 2017—which is the general payment in lieu of 
taxes. We have so testified before the Intergovernmental Relations 
Subcommittee (Fountain subcommittee). 

Chairman Dawson. H. R. 2017? 

Mr. Hittenpranp. That is not before this committee actually. 

This is to provide general payment in lieu of taxes, as recommended 
by the President’s Commission on Inter. governmental Relations. 

I would like to say in that regard we are not the tiniest bit defensive 
about this. We think it is a matter of right. 

The question at issue is who pays for a national installation that 
serves a national purpose; does the Federal taxpayer pay it or does 
the local taxpayer pay it? 

If these installations were evenly distributed throughout the 
United States, they would not constitute any kind of a problem. 
But they are not, Mr. Chairman. They are concentrated in specific 
areas. 

Chairman Dawson. And you would be in favor of making it even? 
Scatter them around, these installations? 

Mr. Hintensranp. No; I do not think that is possible, Mr. Chair- 
man; but I think that a payment in lieu of taxes program could 
handle the inequities very fairly without moving any physical plants 
at all. 

Chairman Dawson. Off the record. 

(Discussion off the record.) 

Mr. HitLensrRAND. Perhaps the answer, Mr. Chairman, again lies 
with this Intergovernmental Relations Commission. It is this Com- 
mission talking; not us. This Commission includes 5 Members v4 
this House of Representatives, 5 Members of the Senate, and | 
members from the administration. They hit the payment in lieu 
question head-on and resolved it this way: Certainly a community 
derives a benefit from having a Federal ‘installation, and certainly 
they are in competition to attract new industry. 
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Chairman Dawson. I am happy to know that. 

Mr. Hitensranp. But here is the difficulty. The benefit that 
accrues is in the nature of having people on a payroll which increases 
the employee’s income. This income is taxable by the State; the 
State income tax, it is taxable again for sales taxes which are generally 
a State tax, but it does not affect the property tax, which as we all 
know is the principal source of support for local government units. 
It does not get through to the property tax. 

Chairman Dawson. Yes. 

Mr. Hittensranp. And anyone who is familiar with local govern- 
ment finance can tell you that residential property by itself cannot 
support an adequate level of services. It has to be on the basis of 
industrial and commercial property to form an adequate basis of 
service. 

Chairman Dawson. Yes, sir. Mr. Henderson. 

Mr. Henperson. I have no questions. 

Chairman Dawson. Mr. Meader. 

Mr. Meapenr. I have no questions. 

Chairman Dawson. Mr. Poland? 

Mr. Potanp. No, sir. 

Chairman Dawson. Thank you very, very much. You have made 
a wonderful statement and we will go over your full statement thor- 
oughly. 

Mr. Hittensranp. Mr. Chairman, speaking now for county 
officials, I do not know of any committee we have more respect 
for than this one. We are sure we will get some speedy action. 
We hope it will be Mr. Meader’s bill, but—— 

Chairman Dawson. Mr. Meader has looked after the people of the 
United States, and of his district particularly. [Laughter.] 

Mr. HitLensranp. That has not gone unnoticed, Mr. Chairman. 

Mr. Henperson. Mr. Chairman, we have a statement from 
Congressman Derounian, a statement from Congressman Baldwin, 
and a statement from Congressman Donohue. 

Chairman Dawson. Make those a part of the record. 

(The statements referred to are as follows:) 


STATEMENT OF Hon. STEVEN B. DEROUNIAN, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF New YORK 


My name is Steven B. Derounian and I represent the Second Congressional 
District of New York. 

Mr. Chairman and members of the committee, I appreciate this opportunity 
to be here, to ask your consideration of legislation which would correct an ° - 
justice now existing in the Federal Property and Administrative Services Act of 
1949, as amended. 

Public Law 388 of the 84th Congress provided for making payments in lieu of 
taxes on certain real property of the United States Government, thereby offering 
relief to some 99 loc*lities until December 31, 1958. Those plants covered under 
this law were built by the defense plants subsidiary of the Reconstruction Finance 
Corporation, during World War IT. 

Because of one small technicality, however, the village of Manorhaven, in my 
congressional district, which has had the burden of property owned by the Gov- 
ernment and profitably leased to private industry over a period of years, was 
denied relief. I understand there are some 2 or 3 other, similar situations, over 
the country. 

These few properties were deeded to the United States Government as a result 
of foreclosure proceedings after prior sale by the Reconstruction Finance Corpora- 
tion or the War Assets Administration and because of this the areas in which 
these properties are located have been denied the relief given the other 99 localities. 
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Hoping to correct this inequity, I introduced H. R. 611 on January 3, 1957, 
and H. R. 9574, on August 30, 1957. 

Although I have been particularly concerned with the injustice suffered by the 
villyge of Manorhaven, the property in question, which had been leased to the 
Grumann Aircraft Corp., is now empty and up for sale. 

However, the injustice to the other communities remains and my purpose in 
coming here today is simply to point out to you this small technic lity, in the hope 
that attention will be given it so that in any further consideration of the problem 
of payments in lieu of taxes, any pending legislation will be corrected to include 
those properties which were deeded to the United States Government as a result 
of foreclosure proceedings after prior sale by the Reconstruction Finance Corpora- 
tion or the War Assets Administration. 

Thank you. 





STATEMENT OF Hon. Jonn F. BaLpwin, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Chairman, I should like to urge that your committee take favorable action 
to approve H. R. 9525 and other similar bills which would provide permanently 
for payments in lieu of taxes on federally owned industrial properties. One of 
these federally owned industrial properties is located in my congressional district 
in California. This is the Pacific Ordnance Steel Foundry at Pittsburg, Calif. 
Under Public Law 388, which was enacted on August 12, 1955, the Federal 
Government has paid substantial payments in lieu of taxes to the county govern- 
ment and local districts in Contra Costa County, Calif., in which this steel foundry 
is located. I believe these payments are fully justified and should be continued. 

Since Public Law 388 will expire on December 31, 1958, it is urgent that legisla- 
tion be passed to provide for a permanent system of payments in lieu of taxes on 
this type of federally owned industrial property. I should therefore like to urge 
that vour committee approve H. R. 9525 and bring this bill before the House of 
Representatives as soon as possible during the current session. 





STATEMENT OF Hon. Harotp D. DoNouvs, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MASSACHUSETTS 


Mr. Chairman and members of the committee, may I extend my compliments 
to you for taking the time, in your busy schedule, to devote attention to the very 
serious financial problem, affecting a great many communities in the country 
and, toward the solution of which, I introduced H. R. 9575. 

My bill, and the several others before you, is designed as you are aware, to 
amend the Federal Property and Administrative Services Act of 1949 to provide 
for making payments in lieu of taxes with respect to certain industrial manufac- 
turing plants owned by the United States. 

Conscious of the heavy burdens imposed upon you, both through your com- 
mittee responsibilities and individual duties, I do not intend to intrude upon you 
at any length. I further realize that you have been dealing with this problem in 
one fashion or another over the past several years during the course of which you 
have had the benefit of much expert testimony and detailed studies. 

In substance, it is obvious from the admitted facts that a great many com- 
munities face heavy financial burdens due to the presence within their boundaries 
of certain industrial manufacturing plants owned by the United States that are 
tax exempt. 

I need not em»hasize that in connection with and because of the operation of 
these plants the local community and the State provide essential services such as 
roads, lighting, water, police and fire protection and school expansion. Under 
ordinary circumstances, these plants would pay their fair share of the costs of these 
facilities through the normal tax procedures. 

It is manifestly unjust and unfair to visit the tax assessments, that would 
ordinarily come from these plants, upon the individuals and other business firms 
in the locality who are already paying their proportionate share. 

In simple language, the fundamental purpose of my measure is to grant these 
communities the equitable financial relief that they merit under these circum- 
stances. The same purpose is substantially embodied in the similar measures 
before you. 
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May I say that I have no particular pride of authorship and I am not concerned 
as to the approval of my own measure. I am concerned very much with the 
problem and solution for it. Im my opinion any of these measures would be most 
helpful in lifting the heavy hardship from which these communities suffer and the 
granting of adequate tax relief to them, is to my mind, merely the extension of 
simnle justice. 

Having once had the honor of serving on this committee, I am certain that you 
will give this matter your full and complete study. I most earnestly hope that 
you will agree with and approve the objectives of these various measures and, 
after appropriate review of all the evidence, favorably report one of these bills 
in the near future. 

Thank you for your courtesy. 


Chairman Dawson. Any other questions? 

Mr. Mrapver. Mr. Chairman, may I incorporate a letter that I 
referred to the other day? 

I turned this over to Congressman Griffin. I thought perhaps he 
might want to present it because it was made by his constituent. 

I have a letter from Mr. Harold M. Street, of Muskegon, an attorney 
who is with the firm that successfully prosecuted the Michigan case 
before the United States Supreme Court. He makes the comment 
about the desirability of passing this legislation notwithstanding the 
Supreme Court decision. 

If I may, I would like to have this incorporated in my remarks 
perhaps when I testified, if that is in order. 

Chairman Dawson. Fine. 

(The letter referred to follows:) 

PoprEN, STREET & SORENSEN, 
Muskegon, Mich., May 16, 1958. 
Re H. R. 9525. 
Hon. GEorGE MEADER, 
House of Representatives, Washington, D. C. 

DrAR CONGRESSMAN MBADER: This will acknowledge your letter of May 15, 
1958, advising of the House Committee on Government Operations meeting 
scheduled for Thursday, May 22, 1958. 

I will be unable to attend this meeting in person, but as you suggested, would 
like to make the following statement relative to the bill. 

Since the United States Supreme Court upheld the constitutionality of Michigan 
Act 189 of the Public Acts of 1953, H. R. 9525 is not as vital to the local units of 
government in Michigan as it would otherwise be since an equivalent tax can be 
collected from the lessee or user of such property when such property is in the 


hands of a private person or corporation engaged in business for profit under Act 
189. 

It is important, however, that a bill such as H. R. 9525, which applies through- 
out the 48 States, be adopted so that the industries of the State of Michigan will 
not be placed at a competitive disadvantage in bidding for Government contracts 
with industries in other States where no act similar to Michigan’s Act 189 is in 
effect. 

If H. R. 9525 is adopted, Michigan’s Act 189 will, for all practical purposes re- 
main dormant, since it has no application where payments are made in lieu of 
taxes. In the interests of uniformity throughout the 48 States, I think that H. R. 
9525 should be adopted. 

Yours sincerely, 
Haroip M. STREET. 

Chairman Dawson. Are there no further witnesses? 

The committee stands adjourned for this morning. We will take 
this legislation under consideration. 

Thank you very much, gentlemen, for your presence and for having 
stayed with us. 


(Whereupon, at 12:52 p. m., the subcommittee adjourned.) 
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AppENDIx 1A 


Reports oN H. R. 9525 anp Srmr_ar Britis From DEPARTMENTS AND 
AGENCIES 
Bureau of the Budget 
Department of the Army 
Department of Commerce 
Comptroller General of the United States 
General Services Administration 
Department of the Interior 
Department of the Treasury 


EXECUTIVE OrricE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 31, 1958. 
Hon. Wituram L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: The views of the Bureau of the Budget have been 
requested on the following identical bills, H. R. 9525, 9571, 9574, 9575, 9582, 9583, 
9584, 9585, 9596, and 10066, all of which would amend the Federal Property and 
Administrative Services Act of 1949 to provide for making payments in lieu of 
taxes with respect to certain industrial manufacturing plants owned by the 
United States. 

The principle contained in these measures is at considerable variance with the 
position taken by the Bureau of the Budget before the Senate Government 
Operations Committee on April 19, 1956, when it was stated that the administra- 
tion was opposed to a piecemeal solution of the problem but rather would favor 
a limited system of payments in lieu of taxes where demonstrable hardship had 
occurred because of Federal acquisition of commercial or industrial real property 
after June 30, 1950. During the period that such payments would be made, the 
administration would favor the making of a comprehensive study of the entire 
problem for the purpose of formulating a general policy for the future handling of 
payments in lieu of taxes. Legislation to make these views effective was intro- 
duced in the 84th Congress, 2d session, and identical legislative proposals are now 
pending before both Houses of this Congress (H. R. 2017 and S. 967). 

For the foregoing reasons the Bureau of the Budget does not favor the enact- 
ment of any of these bills. 

Sincerely yours, 
Rosert E. Merriam, 
Deputy Director. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., March 28, 1958. 
Hon. Wriutiam L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 

Dear Mr. CHarrRMAN: Reference is made to your request for the views of the 
Department of Defense on H. R. 9525, 9571, 9574, 9575, 9582, 9583, 9584, 9585, 
9596, and 10066, 85th Congress, each a bill to amend the Federal Property and 
Administrative Services Act of 1949 to provide for making payments in lieu of 
taxes with respect to certain industrial manufacturing plants owned by the United 
States.’’ These are identical bills. The Secretary of Defense has delegated to 
the Department of the Army the responsibility for expressing the views of the 
Department of Defense thereon. 
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The Department of the Army, on behalf of the Department of Defense, does not 
favor enactment of any of the above mentioned bills in the present form for the 
reasons set forth herein. 

The purpose of each of these bills is to furnish relief to State and local taxing 
authorities with respect to certain Federal industrial manufacturing plants which 
were removed from State or local tax rolls as a result of acquisition by the United 
States after December 31, 1945, or owned by the Reconstruction Finance Corpo- 
ration after December 31, 1945, notwithstanding any subsequent transfer thereof 
from that Corporation to any Government corporation or person. Each bill would 
accomplish this by requiring that, where these industrial manufacturing plants 
are located on any real property in the custody or control of any Government 
agency on and after January 1, 1959, taxes levied on and after January 1, 1959, 
shall be paid by such Government agency as though legal title to the property was 
held by a private citizen. Thus, each of these bills, applies only to industrial 
manufacturing plants acquired by the United States after December 31, 1945, or 
owned by the Reconstruction Finance Corporation after that date, and is situated 
on real property in the custody or control of a Federal agency on or after January 
1, 1959, and, in effect, provides for the payment of full taxes thereon as established 
by State or local tax authorities. 

As used in these bills, the term ‘‘industrial manufacturing plant’’ means— 

(1) A national industrial reserve or departmental reserve plant in idle 
status; and 

(2) Any other plant which is primarily engaged in the production, manu- 
facture, fabrication, assembly, or repair of articles, goods, or wares and 
which is not an integral part of, and also is not used for purposes incidental 
to, Government facilities not engaged in production, manufacture, assembly, 
or repair. Suspension of operations would not remove a plant from inclusion 
within this definition. 

H. R. 9525 and the other above-mentioned bills represent proposals to make 
permanent the authority for making payments in lieu of taxes to local units of 
government granted by the act of August 12, 1955 (Public Law 388, 84th Cong.; 69 
Stat. 721;40 U.S.C.521). That law applies only to Government-owned property 
which was removed from tax rolls as a result of transfer of title from the Recon- 
struction Finance Corporation to another Federal agency on or after January 1, 
1946, and title to which remained continuously in the United States thereafter 
until on or after January 1, 1955, and prior to January 1, 1959. The instant 
proposals, however, would also broaden that authority to include on a permanent 
basis the making of similar payments in the case of industrial manufacturing plants 
which were never owned by the Reconstruction Finance Corporation or to which 
the United States has not held title continuously since December 31, 1945. 

The Department of Defense would not object to general legislation providing for 
payments in lieu of taxes with respect to industrial and commercial real estate 
taken off the property tax roll through acquisition by the National Government 
after July 1, 1950, providing such acquisition has resulted in a demonstrable 
hardship upon the particular taxing jurisdictions and provided also that— 

(1) The final determination as to payment in any given instance remains 
an executive branch responsibility without judicial review, and 

(2) The financial obligation of the Federal Government is specifically 
limited and safeguarded. 

The above-mentioned bills are not in accord with the foregoing principle. 

The aspects of these bills which are objectionable to the Department of Defense 
include the following: 

(1) They represent a piecemeal approach to a solution of a complex and 
difficult problem faced by State and local governments as a result of Federal 
property tax immunity. The legislation singles out a limited class of proper- 
ties; namely, certain industrial manufacturing plants and hence would provide 
for inequitable treatment as between localities where there were other 
commercial or industrial type properties owned by the Government under 
similar circumstances. 

(2) The legislation is not based upon the principles of hardship or need by 
the local taxing community. 

(3) It would reward by the payments in lieu of taxes on federally owned 
properties, these communities which induced Federal acquisition of property 
as advantageous to the community. 

(4) It would weaken the defense position by the tendency to locate defense 
industrial manufacturing facilities in lecalities where the tax burden was less 
rather than in those best suited strategically. 
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(5) There are no provisions for alleviating the burden on the Federal 
Government during wartime or national emergency when Federal ownership 
of plants would be highest and available resources should be devoted to 
national interests. 

(6) There are no limitations or means of controlling the resulting expendi- 
tures under the measure once the act is effective. 

With regard to the overall objective of legislation providing for payments in 
lieu of taxes, i. e., to relieve hardship on State and local governments whose tax 
base has been impaired by removal of properties of the Federal Government 
therefrom, it is important to take into consideration the fact that where property 
has been removed from tax rolls by acquisition or use by the Federal Government, 
the burden resulting therefrom has in most cases been offset by benefits from the 
establishment of defense installations. This is borne out by the intensive com- 
petition for location of defense facilities. If a definite burden can be shown, it 
could be adequately alleviated by direct contributions and grants-in-aid. Pro- 
vision for this consideration should be spelled out in any legislation enacted to 
relieve hardship on State and local tax authorities. 

The fiscal effects of this legislation cannot be accurately determined. The 
acquisition value of property under the control or custody of the Department of 
Defense which would be subject to payments in lieu of taxes under this legislation 
is approximately $1,216,365,000. Applying a factor of 2 percent to such value, 
it is estimated that the legislation would cost the Department of Defense about 
$24,327,000 annually. This estimate does not take into consideration any in- 
creases in local tax rates and percentages of assessment or any enhancement of 
value of the properties which may take place before the effective date of the 
bills. Amounts to cover payments in the case of properties not covered under 
the act of August 12, 1955, have not been included in budget estimates for fiscal 
year 1959 and additional amounts would be necessary. 

For the foregoing reasons, the Department of Defense opposes enactment of 
legislation in the form of H. R. 9525. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 

WitBerR M. Brucker, 
Secretary of the Army. 


THe SECRETARY OF CoMMERCE, 
Washington, D. C., May 22, 1958. 
Hon. Wriiram L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: This letter is in reply to your request of September 10, 
1957, for the views of this Department on H. R. 9525, a bill to amend the Federal 
Property and Administrative Services Act of 1949 to provide for making payments 
in lieu of taxes with respect to certain industrial manufacturing plants owned by 
the United States. 

The Department of Commerce recommends against enactment of H. R. 9525. 

The bill would amend and make permanent Public Law 388, 84th Congress, 
which provided that until December 31, 1958, Federal agencies were to make 
payments to State and local taxing authorities with respect to property transferred 
to such agencies from the Reconstruction Finance Corporation. The payments 
under Public Law 388 were in amounts equal to the real property taxes which 
would have been levied on such property if it had been owned by private parties. 
H. R. 9525 would make this provision permanent and would extend it to require 
such payments with respect to any industrial property acquired by the United 
States after December 31, 1945. 

The Department of Commerce recommends against enactment of H, R. 9525. 

Assistant Director Merriam of the Bureau of the Budget in testimony before 
the Committee on Government Operations of the Senate on April 19, 1956, set 
forth the basic objectives which the administration believes any legislation in this 
area should meet. Assistant Director Merriam stated: 

“Very careful consideration has been given by the Administration to the various 
legislative proposals in this area of National-State-local .cooperation. The 
magnitude of the problem has led us to conclude that a limited and careful start 
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should be made, through suitable legislation, toward making payments where 
communities demonstrate financial distress because of revenue loss directly 
attributable to the removal of taxable real property from the tax rolls as a result 
of Federal acquisition.” 

“Tt seems to us that such legislation, if it is to achieve a proper balance between 
a fair payment to the recipient local government and a fair charge to the National 
Government, should include (1) a limited designation of the kinds of acquired 
Federal properties which may be the subject of payments, (2) precise definitions 
of eligibility for particular categories of property, and (3) rules for charging for 
special services rendered to the National Government and crediting special bene- 
fits conferred by the National Government. With such an approach, it should 
be possible to define and to control the policy commitment and the resulting 
financial obligation of the National Government, in those cases where a substan- 
tial impairment of the finances of the local government is directly attributable to 
the removal of property from the tax base as a result of Federal acquisition.” 

“Accordingly, we recommend that legislation be enacted now to provide the 
authority and mechanism for payments, during a period of 4 or 5 years, in cases 
of demonstrable hardship involving the recent removal of real estate from the 
tax rolls by reason of its acquisition by the National Government for industrial 
or commercial purposes, and including provision that during that period there 
shall be detailed field studies of specific local situations. We believe that addi- 
tional legislation should await a reasonable period in which to acquire experience 
in administering this limited policy.” 

“The legislation establishing this policy should embody the following features 
and limitations: 

“Tt should provide for payments with respect to industrial and commercial 
real estate taken off the property tax rolls through acquisition by the Na- 
tional Government after July 1, 1950, and in the future. 

“It should limit the payments to cases involving demonstrable hardship 
upon particular taxable jurisdictions. Such cases might be defined as those 
where it can be established that the Federal acquisitions and improvements 
and directly related activities either (a) have actually increased the volume 
of services necessarily rendered or the level of expenditures necessarily main- 
tained by the taxing jurisdiction without giving rise to a commensurate 
increase in revenue resources available to the taxing jurisdiction, or (b) have 
not brought about a reduction in the necessary volume of services or level 
of expenditures commensurate with the reduction in revenue resources 
which has occurred. It would be pertinent to consider whether there has 
been an unreasonable increase in the tax burden of other taxpayers, a sub- 
stantial diminution in the amount of real property in the tax base, or an 
overloading of municipal facilities and services. Also, in this connection, 
it would be appropriate to consider what weight should be given, if any, 
to general economic benefits conferred on the community by the Federal 
establishment and to the possibility of State action to assist the local govern- 
ments in making necessary fiscal readjustments. 

“The legislation should limit the initial authorization to a period of 4 or 5 
years, without commitment to continue payments beyond that time. 

“Tt should authorize a Federal administrative board or agency to establish 
standards and rules, consistent with the policy and objectives of the legisla- 
tion, for deciding eligibility and determining the amount of each payment, 
and to receive and pass upon the applications of affected local governments 
without judicial review of the administrative determinations. Because the 
assignment may relate to the properties and operations of more than one 
agency in any particular community, and the determinations would “be 
quasi-judicial in character, we suggest creation of a special Federal board, 
preferably attached for housekeeping purposes to the General Services 
Administration. As an adjunct to any administrative arrangements that 
might be provided by law, it would be the intention of the administration to 
establish an advisory committee representing State and local governments 
to work in conjunction with an interagency advisory council of the Federal 
agencies owning substantial quantities of real estate. 

“The legislation should’ authorize the administrative board or agency to 
begin at once on-site examinations of special local situations involving the 
tax immunity of Federal property, as well as the general problem of such tax 
immunity, and to submit to the President for transmittal to the Congress an 
annual account of operations under the act, together with its recommenda- 
tions.”’ 
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“Your committee may wish to consider including in such legislation a provision 
relating to payments with respect to the Federal interest in property which has 
been leased or sold conditionally to private parties. In such properties the Gov- 
ernment is simply the landlord for a tenant whose use of the property in itself 
would not render it tax exempt, or the Government merely retains title until a pur- 
chaser has completed payments under a contract. The former Reconstruction 
Finance Corporation properties now subject to payments in lieu of taxes under 
Public Law 388, enacted last year, include a number of cases of this kind. How- 
ever, various other parcels are excluded because they were not acquired through 
the RFC. We would suggest that the administrative board or agency be given 
authority to determine whether there is a significant gap in existing authority for 
payments on account of properties leased or sold conditionally and, if it so decides, 
to take appropriate action to provide a uniform policy of payments in lieu of taxes 
on such properties.”’ 

“Similarly, your committee may wish to consider whether it would be desirable 
to include in such legislation a grant of consent to nondiscriminatory levies of 
special assessments on Federal properties. Pending a decision on long-term policy, 
it may be that any payments authorized in this connection should also be on an 
in-lieu basis or at the option of the property-owning agency. In any event, the 
National Government should not be expected to make payments on account of 
local improvements outside urban or suburban areas, and should pay such assess- 
ments only if non-Federal property also is included in the particular improvement 
district.” 

Since H. R. 9525 departs materially from these objectives, the Department of 
Commerce recommends against its enactment. 

Further, there would appear to be no justification for a simple extension of 
Public Law 388, since the criteria set forth above should apply with respect to 
those Government-owned plants which are included within the provisions of 
Public Law 388. 

The Bureau of the Budget has advised that while there would be no objection 
to the submission of this report to your committee, the Bureau of the Budget 
has no objection to the enactment of H. R. 12165 or H. R. 12183 which would 
extend for 2 years the provisions of Public Law 388. 

Sincerely yours, 
SINCLAIR WEEKS, Secrelary of Commerce. 


CoMPTROLLER GENERAL OF THE UNITED STaTEs, 
Washington, September 18, 1987. 
Hon, Waut1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 


Dear Mr. CuarrMAN: Further reference is made to your letter of September 10, 
1957, requesting our comments on H. R. 9525, which would authorize payments 
in lieu of taxes with respect to certain industrial manufacturing plants owned by 
the United States. 

It is realized that many small local taxing units are adversely affected by 
Federal acquisition of property which would otherwise be taxable. Equity 
demands in some of these hardship cases that the Federal Government bear, at 
least for a transitional period, a portion of the property tax cost of such property. 
Whether, and the extent to which, such payments should be made in a matter 
peculiarly within the province of the Congress to decide and we make no recom- 
mendations in that regard. 

If a proportionate share of the burdens of such local taxing units is to be borne 
by the Federal Government, we agree, as proposed in the bill, that such result 
should be accomplished by the making of payments in lieu of taxes rather than by 
any attempt to waive the constitutional immunity of the United States to taxation 
by State or local governments, 

Sincerely yours, 


JosEpH CAMPBELL 
Comptroller General of the United States. 
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GENERAL SERVICES ADMINISTRATION, 


Washington, D. C., April 17, 1968. 
Hon. Wruui1am L. Dawson, 


Chairman, Committee on Government Operations, 
House of Representatives. 


Dear Mr. CuarrRMAN: Your letters of September 10 and 19, 1957, requested 
the views of the General Services Administration on H. R. 9525, H. R. 9571, 
H. R. 9574, H. R. 9575, H. R. 9582, H. R. 9583, H. R. 9584, H. R. 9585, and 
H. R. 9596, identical bills to amend the Federal Property and Administrative 
Services Act of 1949 to provide for making payments in lieu of taxes with respect 
to certain industrial manufacturing plants owned by the United States. 

The purpose of these bills is to amend the Federal Property and Administrative 
Services Act of 1949, as amended, to require the Government department having 
custody or control of an industrial manufacturing plant to pay to the appropriate 
State and local taxing authorities an amount equal to the amount of the real 
property tax which would be payable to each State or local tax authority, if legal 
title to such real property had been held by a private citizen. The bill restricts 
the payments to properties on which real property taxes become due on or after 
January 1, 1959. It provides that no payments shall be made with respect to 
any real property (1) which is taxable by any State or local taxing authority under 
any other provision of law, or (2) unless such property was acquired by the 
United States after December 31, 1945, or owned by the Reconstruction Finance 
Corporation after December 31, 1945, notwithstanding any subsequent transfer 
thereof from such Corporation to any Government department or person. 

These bills are designed to continue on a permanent basis the essential provisions 
of Public Law 388, 84th Congress, which authorized payments of sums in lieu of 
taxes on property transferred from the Reconstruction Finance Corporation to 
any Government department after January 1, 1946. Public Law 388 provides 
for such payments through December 31, 1958. The important distinction 
between the operating provisions of these bills and Public Law 388 lies in the 
scope of the properties for which payments in lieu of taxes would be required. 
Public Law 388 essentially is limited in its applicability to properties transferred 
on or after January 1, 1946, from the Reconstruction Finance Corporation to any 
Government department. 

The properties for which payments would be made pursuant to these proposed 
measures, although restricted to industrial properties, would be more inclusive 
jn that all industrial manufacturing plants under the control and custody of a 
Government department acquired after December 31, 1945, would be subject 
to payments, regardless of whether they had been transferred from the Recon- 
struction Finance Corporation during the periods provided in the act, or whether 
they had ever been held by RFC. 

In considering the complex and difficult matter of Federal payments to State 
and local governments, with respect to Federal real property holdings, GSA has 
consistently favored the approach which would be afforded by the enactment of 
H. R. 2017, 85th Congress, and identical or similar bills introduced in this and 
previous Congresses. We believe that a gradual and empirical approach to the 
problem involving initial limited payments; discretion in the Government as to 
the amounts of the payments based on the respective advantages and burdens of 
the properties on the local community; study and review by a Board especially 
constituted for the purpose of determining such benefits and responsibilities; and 
the establishment of an advisory committee to study the administration of the 
law and prepare recommendations for administrative or legislative changes such 
as provided in H. R. 2017 is the best approach. Enactment of the proposed 
measures would perpetuate piecemeal legislation enacted on a temporary basis 
until a comprehensive policy, with respect to payment in lieu of taxes, shall have 
been enacted by the Congress. 

In this connection it should be noted that H. R. 2017 and identical and similar 
bills would require contributions in lieu of payment of taxes upon real property 
removed after June 30, 1950, from the tax roils of local governments, by reason 
of its acquisition or use by the Federal Government for industrial or commercial 
purposes where the acquisition or use by the Federal Government imposes financial 
hardship on the local government. It would appear, therefore, that the objec- 
tives of H. R. 9571 and the identical proposed measures would be substantially 
achieved by the enactment of H. R. 2017, and at the same time there would be 
provided a firm, sound basis upon which to approach the overall subject. 


In view of the foregoing GSA is opposed to the enactment of any one of these 
proposed measures. 
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During fiscal year 1957 GSA made payments in lieu of taxes totaling $772,006, 
under the present act, for the tax year 1956 on 35 properties in its excess and 
surplus inventories. It is estimated that payments from 1958 fiscal year funds 
on 1957 taxes will total $696,000 on 32 properties. 

If enacted the fiscal impact of this measure will depend on the number of 
additional industrial properties reported to GSA as excess property, and the 
disposal of properties in the surplus inventory as of January 1, 1959, that are 
subject to payments in lieu of taxes pursuant to this bill. We believe, however, 
that payments in lieu of taxes on any additional properties reported to GSA as 
excess property, or on properties now exempt that would be subject to such 
payments if this bil were enacted would be offset by the disposal of properties on 
which payments are being made. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
FRANKLIN FLOETE, Administrator. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 17, 1958. 
Hon. Wiiui1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Dear Mr. Dawson: This is in reply to your request for the views of this 
Department on H. R. 9525, H. R. 9571, H. R. 9574, H. R. 9575, H. R. 9582, 
H. R. 9583, H. R. 9584, H. R. 9585, H. R. 9596, and H. R. 10066, all of which 
are bills to amend the Federal Property and Administrative Services Act of 1949 
to provide for making payments in lieu of taxes with respect to certain industrial 
manufacturing plants owned by the United States. 

‘ = would not object to the enactment of these bills, if amended as suggested 
elow. 

H. R. 9525 and the other bills would amend the Federal Property and Ad- 
ministrative Services Act by the addition of a new title VIII, entitled ‘Industrial 
Manufacturing Plants,’ and consisting of four sections. Section 801 would 
declare a congressional policy of relieving State and local taxing authorities of 
burdens imposed upon them as a result of the tax-exempt status of certain indus- 
trial manufacturing plants owned by the United States. Section 803 would require 
each Federal department or agency to make payments to such taxing authorities 
on industrial manufacturing plants located on real property in its custody or 
control. The payments would be equal in amount to the real property taxes 
which would be levied if the land were not in the custody or control of a Federal 
department or agency. Section 802 would define an “industrial manufacturing 
plant” as a national industrial reserve or departmental reserve plant in idle 
status or any other plant which is primarily engaged in the production, manu- 
facture, fabrication, assembly, or repair of articles, goods, or wares, but which 
is neither an integral part of nor used for purposes incidental to Government 
facilities not engaged in such activities. Section 804 would limit liability to real 
property which is not otherwise taxable by State or local taxing authorities or 
with respect to which no other payment in lieu of taxes is payable, and to real 
property acquired by the United States after December 31, 1945, or owned by 
the Reconstruction Finance Corporation after that date. None of the bills ex- 
cept H. R. 10066 would create any liability for any period prior to January 1, 
1959. H. R. 10066 would prohibit any liability for any period prior to January 
1, 1958. 

The Department of the Interior does operate, through the Bureau of Mines, 
four helium plants located in Texas, New Mexico, and Kansas, but all of these 
were constructed prior to December 31, 1945. In our opinion the power generat- 
ing and similar facilities under this Department would not fall within the definition 
of “industrial manufacturing plants,’’ since we do not interpret the “production 
of * * * goods’’ as including the production of power. However, to avoid any 
possible contrary interpretation of the definition we recommend that power- 
generating plants be specifically excluded. To accomplish this we recommend 
that a new sentence be added after the period on page 3, line 23, of H. R. 9525, 
reading as follows: “Power generating, transmission, and related facilities shall 
not be included within the meaning of the term ‘industrial manufacturing plant’.’’ 
The repair shops and other facilities of the Bonneville Power Administration are 
an integral part of the transmission system. 
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Certain power transmission facilities at the basic magnesium plant, located at 
Henderson, Nev., are under the Bureau of Reclamation which has been making 
annual payments on them under title VII of the Federal Property and Adminis- 
trative Services Act, as amended by the act of August 12, 1955 (69 Stat. 721; 
40 U.S. C., secs. 521-524). That title requires payments in lieu of taxes on cer- 
tain property transferred from the Reconstruction Finance Corporation to any 
Government department or agency. That requirement will expire on December 
31, 1958. 

One perfecting amendment is needed. At page 3, line 15, the words ‘‘federally 
owned”’ should be inserted immediately after ‘‘other.”’ 

The Bureau of the Budget has advised us that there is no objection to the sub- 
mission of this report to your committee, but has also brought to our attention 
its own letter to you of April 11, 1958, in w hich it recommended against enactment. 
As you will note, our report indicates that we believe that these bills would not 
affect the activities of this Department, and the amendment we offer would be 
merely to make that interpretation even more certain. 

Sincerely yours, 
D. Orts BEAsLEy, 
Administrative Assistant, Secretary of the Interior. 





THE SECRETARY OF THE TREASURY, 
Washington, D. C., January 28, 1958. 
Hon. Wiiuiam L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHarrMAN: Reference is made to your request for the Depart- 
ment’s view on nine identical bills, H. R. 9525, 9571, 9574, 9575, 9582, 9583, 9584, 
9585, and 9596, to amend the Federal Property and Administrative Services Act 
of 1949 to provide for making payments in lieu of taxes with respect to certain 
industrial manufacturing plants owned by the United States. 

These bills would require Federal agencies and instrumentalities to make 
payments in lieu of State and local real-property taxes levied after January 1, 
1959, with respect to industrial manufacturing plants acquired after December 

1945. Federal agencies and instrumentalities would also be required to pay 
special assessments levied after January 1, 1959, if the major portion of such 
assessments falls on privately owned property. 

As your committee is aware, the impact of Federal property acquisitions on 
the fiscal problems of local jurisdictions has received lengthy consideration by 
the legislative and executive branches of the Government, including the President’s 
Commission on Intergovernmental Relations. In light of these investigations 
the President recommended a temporary limited program of Federal payments 
to local governments in lieu of property taxes. his program was outlined in 
detail to the Senate Committee on Government Operations by a representative 
of the Bureau of the Budget on April 19, 1956, and was subsequently incorporated 
in the bills, H. R. 2017 and 8. 967, introduced during the first session of the 
current Congress. In brief, it w ould provide legislative “authority and mecha- 
nism for payments, during a period of 4 or 5 years, in cases of demonstrable 
hardship involving the recent removal of real estate from the tax rolls by reason 
of its acquisition by the National Government for industrial or commercial pur- 
poses, and including provision that during that period there shall be detailed 
field studies of specific local situations.” 

The nine bills here under discussion would provide a significantly costlier and 
less limited program than the President recommended. They would require 
Federal agencies and instrumentalities to make full tax-equivalent payments with 
respect to all industrial manufacturing plants acquired after December 31, 1945. 
With respect to properties owned by the Reconstruction Finance Corporation 
anytime after December 31, 1945, such payments would be mandatory regardless 
of the date of their acquisition. Moreover, Federal agencies and instrumentalities 
would be required to continue making such payments indefinitely in future years, 
regardless of whether the Federal industrial plant has, on balance, caused hardship 
or brought benefits to the community involved. 

Since these bills would commit the Federal Government to continue making 
substantial payments to State and local governments indefinitely with respect to 
properties acquired as long ago as 1945 (and in some cases even earlier), regardless 
of whether the Government’s property is on balance benefiting or injuring the 
community’s fiscal condition and irrespective of the adjustment the community 
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may already have made to the existence of the Federal project, this Department 
does not recommend enactment of any of the bills H. R. 9525, 9571, 9574, 9575, 
9582, 9583, 9584, 9585, and 9596. 

The Director, Bureau of the Budget, has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Sincerely yours, 
Frep C. Scrisner, Jr., 
Acting Secretary of the Treasury. 





ApPpENpDIXx 1B 
Reports on H, R. 12165 anp Stmrzar Brits From DEPARTMENTS AND AGENCI£S 


Bureau of the Budget. 

Comptroller General of the United States. 
General Services Administration. 

Small Business Administration. 
Department of the Treasury. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., May 19, 1958. 
Hon. Wiiuram L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: This letter is in response to your inquiry of May 1, 
1958, concerning H. R. 12165 and H. R. 12183, identical bills to extend for 2 years 
the period for which payments in lieu of taxes may be made with respect to certain 
real property transferred by the Reconstruction Finance Corporation and its 
subsidiaries to other Government departments. 

The history of the original legislation clearly indicates that it was the intention 
of the Congress to provide a transitional period during which the affected munici- 
palities would have adequate opportunity to adjust their revenue systems to 
offset the loss of receipts from payments in lieu of taxes by the Federal Govern- 
ment. In the interim between the passage of this legislation and the present date, 
there has been considerable discussion of various proposals for a general policy of 
payments in lieu of taxes applicable to all local governments under certain specified 
conditions. 

This administration developed such a policy and assisted the Congress in draft- 
ing legislation which has been before both the 84th and 85th Congresses providing 
(a) for such payments on commercial and industrial real property when hardship 
could be demonstrated, and (b) for a 2-year study leading to recommendations 
to the President and the Congress for a permanent policy of Federal payments in 
lieu of taxes. However, the Congress has not yet acted favorably on such 
legislation. 

The situation is affected, moreover, by recent Supreme Court decisions in a 
number of tax cases where the Court’s rulings appear to alter the well established 
doctrine of intergovernmental tax immunity. 

In view of the total situation, therefore, the Bureau is of the opinion that an 
extension of a temporary nature for a period of 2 years for these particular proper- 
ties can be justified as a matter of equity. In favoring this temporary extension, 
however, we wish to make it clear that we do not favor adding any additional 
properties nor making changes in the conditions covering the payments. 

Sincerely yours, 
Ropert E. Merriam, 
Deputy Director. 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, May 19, 1958. 


Hon. Wituram L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuHarrMan: Further reference is made to your letter of May 1, 
1958, requesting our comments on identical bills, H. R. 12165 and H. R. 12183. 
These bills would amend sections 703 and 704 of the Federal Property and Ad- 
ministrative Services Act of 1949 (40 U. 8. C. 523), so as to extend for 2 years the 
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period for which payments in lieu of taxes may be made with respect to certain 
real property transferred by the Reconstruction Finance Corporation and its 
subsidiaries to other Government departments. 

Sections 703 and 704 of the act now authorize payments in lieu of taxes for 
taxable periods subsequent to January 1, 1955, and prior to January 1, 1959. 
H. R. 12165 and H. R. 12183 would permit payments in lieu of taxes for taxable 
periods subsequent to January 1, 1955, and prior to January 1, 1961. 

At the time your committee was considering the enactment of section 703 we 
expressed our views to you concerning the merits of the legislation in a report 
dated June 10, 1955, B-115764. Westated, in effort, that the question of whether 
the involved temporary payments in lieu of taxes should be authorized appeared 
to be a matter of policy for consideration of the Congress. We pointed out that 
the legislation constituted a piecemeal approach to the general problem of the 
extent to which Federal property should be made subject to State or local taxa- 
tion. Since the Congress favored that legislation (see Public Law 388, approved 
August 12, 1955, 69 Stat. 721), and considering that the payments proposed by 
the instant bills would be authorized only for a temporary period (2 additional 
vears) we have no objection to the bills. 

We should like to point out, however, that under Public Law 388, as nov in 
effect, some communities have received (or will receive) payments in lieu of taxes 
for 4 years, while other communities have received (or will receive) such payments 
for only 3 years because of the date or dates their taxes fall due. If either of 
the proposed bills are enacted into law it appears that some communities will 
receive payments in lieu of taxes for a total of 6 years, while others, for the reason 
indicated above, will receive such payments for a total of 5 years. It may be 
that consideration should be given to inserting language in the instant bills which 
would correct this apparent inequity. 

Sincerely yours, 
JospErpH CAMPBELL, 
Comptroller General of the United States. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., May 24, 1958. 
Hon. Witiiam L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: Your letter of May 1 requested the views of the General 
Services Administration on H. R. 12165 and H. R. 12183, 85th Congress, identical 
bills to extend for 2 years the period for which payments in lieu of taxes may be 
mnade with respect to certain real property transferred by the Reconstruction 
Finance Corporation and its subsidiaries to other Government departments. 

The purpose of these bills is to extend the act of Congress, approved August 12, 
1955 (69 Stat. 722) which expires December 31, 1958, to December 31, 1960. 
The act amended the Federal Property and Administrative Services Act of 1949 
to provide for payments in lieu of taxes to States and local governments on certain 
real property transferred on or after January 1, 1946, by the Reconstruction 
Finance Corporation, or one of its subsidiaries, to another Government department 
or agency. 

The legislative history of the act of August 12, 1955, cited above, clearly 
indicates that it was enacted as a temporary measure to alleviate the hardship 
to communities created by the removal of Reconstruction Finance Corporation 
properties from the tax rolls of States and local taxing authorities. In considering 
the complex and difficult matter of Federal payments to States and local govern- 
ments with respect to Federal real property holdings, and the various congres- 
sional proposals introduced in the 84th and 85th Congresses, GSA has consistently 
favored a gradual and empirical approach to the problem; limited initial pay- 
ments; discretion in the Government as to the amounts of payments based on 
the respective advantages and burdens of the properties on the local community; 
study and review by a board especially constituted for the purpose of determining 
such benefits and responsibilities; and the establishment of an advisory committee 
to study the administration of the law and prepare recommendations for adminis- 
trative or legislative changes. While GSA is opposed to legislation in piecemeal 
on this subject, in view of the impact of the failure to extend the 1955 act on the 
financial resources of the communities affected, GSA is not opposed to the 
enactment of H. R. 12165 and H. R. 12183. 
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During fiscal year 1957 GSA made payments in lieu of taxes totaling $772,006, 
under the 1955 act, for the tax year 1956 on 35 properties in its excess and surplus 
inventories. It is estimated that payments by GSA from 1958 fiscal funds on 
1957 taxes will total $619,551 on 23 properties. If enacted the fiscal impact of 
these measures will depend on the additional former Reconstruction Finance 
Corporation properties reported to GSA as excess property and the disposal of 
such properties in the surplus inventory as of January 1, 1959, that are subject 
to payments in lieu of taxes pursuant to these bills. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
FRANKLIN G. FLOETE, 
Administrator. 





SMALL BusINEss ADMINISTRATION, 
Washington, D. C., May 22, 1958. 
Hon. Wiiuram L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN Dawson: Further reference is made to your letter of 
May 1, 1958, requesting our comments on the captioned bills. 

H. R. 12165 and 12183 are identical proposals to extend for 2 years the period 
for which payments in lieu of taxes may be made with respect to certain real 
property transferred by the Reconstruction Finance Corporation, and its sub- 
sidiaries, to other Government departments. 

I favor the enactment of this proposal as an interim measure of relief pending 
the adoption of a general policy of payments, in lieu of taxes, applicable to all 
local governments under conditions such as those specified in 8. 967. 

The Bureau of the Budget has no objection to the submission of this report 

Sincerely yours, 
WENDELL B. BARNEs, 
Administrator 





OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, May 22, 1958. 
Hon. Wiituram L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuHarrRMAN: This is in reference to your request of May | for 
the Department’s views on H. R. 12165 and H. R. 12183, identical bills to extend 
for 2 years the period for which payments in lieu of taxes may be made with re- 
spect to certain real property transferred by the Reconstruction Finance Corpora- 
tion and its subsidiaries to other Government departments. 

These bills would extend for an additional 2 years the payments in lieu of taxes 
authorized by Public Law 388 (84th Cong., Ist sess.) on account of real property 
transferred after January 1, 1946, from the Reconstruction Finance Corporation 
to other Government departments and held by the United States continuously 
since such transfer. The Congress authorized payments on account of these 
properties, which had had a taxable status while in the jurisdiction of the RFC, to 
prevent their transfer from one component of the Federal Government to another 
from reducing a local taxing jurisdiction’s revenues. 

The Department has some reservations about extending these payments in 
lieu of taxes for an additional 2 years because they provide relief in only a minor- 
ity of the situations in which the removal of properties from local tax rolls by 
Federal acquisitions may have produced financial hardship for the taxing juris- 
diction. As you know, the administration has recommended comprehensive 
legislation in this area to afford equal treatment to all local taxing jurisdictions 
in substantially similar circumstances. There is a long-standing need for a sys- 
tem of payments in lieu of taxes to taxing jurisdictions in which the recent removal 
of Federal properties from the tax rolls has caused a demonstrable hardship of 
sufficient importance to warrant special Federal financial assistance, even though 
this will add to the Federal Government’s operating costs. 

The Department is not opposing the extension of Public Law 388 for an addi- 
tional 2 years since enactment of comprehensive legislation in this area has been 
delayed. However, in the interest of gradually terminating the special treatment 
of this particular group of properties, the committee may want to consider the 


waco. 
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desirability of reducing them one-third in each of the next 2 years with a view to 
terminating them before 1961, in the expectation that comprehensive legislation 
on this subject will have been enacted before that time. 

The Director, Bureau of the Budget, has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Sincerely yours, 
Frep C. Scrrsner, Jr., 
Acting Secretary of the Treasury. 





APPENDIX 2 


ADDITIONAL STATEMENTS OF MEMBERS OF CONGRESS AND LeTreRS D1REcTED TO 
THE COMMITTEE FROM ORGANIZATIONS 


Hon. Frank C, Osmers, Jr., Member of Congress 
Hon. Alvin M. Bentley, Member of Congress 
United States Conference of Mayors 

City of Burbank, Calif. 

Treasurer of Cook County, IIl. 

New Jersey State League of Municipalities 

City of Warren, Ohio 

Ohio House of Representatives 

County Commissioners, Franklin County, Ohio 


House oF REPRESENTATIVES, 


Washington, D. C., June 6, 1968. 
Hon. Wiiiram L. Dawson, 


Chairman, Committee on Government Operations, 
House Office Building, Washington, D. C. 


Dear CoutLeEAGuE: Enclosed herewith is a copy of a letter listing industrial 
properties in my district which are owned by the Federal Government and there- 
fore not subject to local taxes. 

I strongly urge your favorable consideration of legislation which would provide 
for payments in lieu of taxes on Government-owned industrial properties, 

Kindly have the attached information incorporated into the record. 

Sincerely yours, 


FraNK C. Osmers, Jr. 


May 29, 1958. 
Hon. Franx C. Osmers, Jr., 


Old House Office Building, Washington, D. C. 
My Dear ConGressMANn: In accordance with your request, I list below 3 in- 
dustrial properties owned and operated by the United States Government, and 
which are exempt from taxation on the tax rolls of the 3 taxing districts cited. 


Wallington Borough, block 70, lot 400, 6.9 acres: 
1958 assessment, U. 8S. Navy: 


WONG Ss oo) ae eae Ne eR a i See $6, 000 
Buildings__.__--. Sut it tine nudge eet econ cea 200, 000 
ONE is sass ias cies iio sharia ha ea ea aah tale lait Ta eatin adie ee ae 206, 000 





Teterboro Borough, block 4, lot 2, 8.7 acres: 
1958 assessment, U. 8. Navy foundry: 





Teta bs so passin teak eee aden adil eien sieehaneneeeaa Seaaiae 10, 440 
BOI isciasin pth Ess dates deste e eae ieee eedradis thas a 214, 800 
ON i ni aol i a atc DR dee acc ee kta eal 225, 240 


Woodridge Borough, block 101, lot pt. 1-5, 5 acres: 
1958 assessment, U. 8. Air Force: 


Bs lst eee Se ei Seee ee wikewcueuee 2, 500 
PN 2s ad en RR eet eee Se RCS 35, 000 
Pere. 5k eee Eee Sea 10, 000 

WE 3 3 ia elt tee ee 47, 500 


I trust this is the desired information. 
Yours very truly, 
Rosert B. Murpny, Secretary. 
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STATEMENT OF CONGRESSMAN ALVIN M. Bentiey (RepuBLICAN, MICHIGAN) 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to submit this statement expressing my support of H. R. 9525. 

It is my firm belief that the Federal Government should continue to make 
payments in lieu of taxes on property which is covered by Public Law 388. These 
properties receive the full benefit of facilities and services provided by local 
governments. Local governments have every right to expect that they will re- 
ceive compensation for services rendered. This compensation has been paid in 
the past, and should be continued. 

Our failure to provide for these payments in lieu of taxes will cause grave 
hardships for many communities. Pheir ability to provide fire and police pro- 
tection, water, sewer, and highway facilities will be materially lessened, particu- 
larly in the smaller communities. This possible reduction in service could prove 
far more costly to Federal Government than the payments now being made. 

There is one plant covered by this legislation which is located in the Eighth 
District of Michigan, which I have the privilege to represent. This plant is 
located in Saginaw, Mich., and is at present leased to General Motors Corp. The 
effect of this legislation on this Saginaw plant is explained in a letter I have 
received from the Mayor of Saginaw, Mr. R. James Harvey. I would like to 
present this letter to the committee. 

JUNE 2, 1958. 
Hon. Atvin M. BENTLEY, 
New House Office Building, 
Washington, D. C. 

Dear Al: Thank you for your letter of May 19 in reference to H. R. 9525. 
Saginaw is very interested in this bill as we have a large industrial plant leased by 
General Motors Corp. that would come under this act. 

This plant, known as Plancor 446, is assessed at $960,000 and with the 1958 
tax rate of $44.295 per thousand the amount of money we will receive under 
Public Law 388 is $38,093.70. This in lieu of taxes will be discontinued on 
December 31, 1958, unless Congress enacts some other measure, such as Congress- 
man Meader’s bill, to continue such payments. 

Michigan may have adequate taxing power under the special statute which 
has recently been upheld by the United States Supreme Court; however, perma- 
nent legislation as provided in H. R. 9525 is undoubtedly desirable not only 
because it will avoid any future uncertainties relative to the Michigan statute 
but also because it is a start toward the recognition by the Federal Government 
of the pay-in-lieu principle which would reimburse local governments that have 
had to pay from their own meager treasuries money to provide necessary services 
to property owned by the Federal Government. 

We would appreciate any effort you can apply to having this bill made into 
law. 

With best personal regards, I remain 

Sincerely yours, 
R. James Harvey, Mayor. 


I concur with Mayor Harvey and respectfully urge that the committee take 
favorable action on this legislation. 





UNITED STATES CONFERENCE OF MAyors, 
Washington, D. C., May 27, 1958. 
Hon. Winuram L. Dawson, 
Chairman, Subcommittee on Executive and Legislative Reorganization, 
House Committee on Government Operations, Washington, D. C. 
(Attention Mr. Elmer Henderson.) 


Dear Mr. CuarrMan: The United States Conference of Mayors endorses H. R. 
9525, now pending before your committee. The conference believes that this bill 
would broaden the scope of the Federal Property and Administrative Services Act 
so as to place payments in lieu of taxes on a more equitable basis. As the situa- 
tion now stands, a city may receive payments in lieu of taxes only where a Govern- 
ment-owned industrial manufacturing plant was at one time owned by the RFC. 

We believe that the law would be more equitable if cities were to receive pay- 
ments in lieu of taxes in every instance where an industrial manufacturing plant 
is owned by the Government regardless of the history of past ownership. At our 
annual conference in September 1957 the following resolution was adopted on this 
question: 
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‘Resolved, That the United States Conference of Mayors again urge Congress 
to enact legislation establishing an equitable basis for Federal payments in lieu of 
taxes on Federal property. Such action should be taken so as to spread the cost 
of Federal activities over the country as a whole and to meet. costs of local services 
to Federal installations.”’ 

We believe H. R. 9525 is consistent with the policy outlined in this resolution, 
and therefore respectfully urge its approval by your committee and the Congress. 

Very truly yours, 
Ropert F. WAGNER, 
Mayor of New York City, 
President, United States Conference of Mayors. 


City or BurRBANK, CALIF., 
June 19, 1958. 
Hon. Winutiam L. Dawson, 
Chairman, Government Operations Committee, 
Washington, D. C. 

Dear CONGRESSMAN Dawson: There is transmitted herewith a certified copy 
of City of Burbank Resolution No. 11605 passed and adopted by council on 
June 17, 1958, petitioning Congress to adopt H. R. 9525 to provide for, in lieu 
of taxes, payment by the Federal Government on federally owned industrial 
manufacturing plants. 

Very truly yours, 
Naomi G. Putnam, City Clerk. 


REsoLuTIon No. 11605 


Petitioning Congress to adopt H. R. 9525 to provide for in-lieu-of-taxes payment 
by the Federal Government on federally owned industrial manufacturing 
plants 


The Council of the City of Burbank resolves: 

That the Congress of the United States be petitioned to adopt H. R. 9525, known 
as the Meader bill, to provide a permanent basis for a payment in lieu of taxes by 
the United States to local government on federally owned industrial properties; 
said payment to be made in return for local government services now furnished 
for the benefit of such federally owned properties, namely, streets, sewers, police 
protection, fire protection, schools and other benefits paid for out of local govern- 
ment tax funds. 

Resolved further, That the city clerk send a certified copy of this resolution to 
Congressman Dawson, chairman of the Government Operations Committee, and 
to Congressmen H. Allen Smith and Edgar W. Hiestand. 

Passed and adopted this 17th day of June, 1958. 


Dauias M. WILuiAMs, 
President of the Council of the City of Burbank, 
Attest: 
Naomi G. Putnam, City Clerk. 
STATE oF CALIFORNIA, 
County of Los Angeles, City of Burbank, ss: 
I, Naomi G. Putnam, city clerk of the city of Burbank, do hereby certify that 
the foregoing resolution was duly and regularly passed and adopted by the Council 
of the City of Burbank at its regular meeting held on the 17th day of June, 1958, 
by the following vote: 
Ayes: Councilmen Bank, Burke, Cooper, Olson, and Williams. 
Noes: Councilmen None. 
Absent: Councilmen None. 
Naomi G. Putnam, City Clerk. 
STATE OF CALIFORNIA, 
County of Los Angeles, City of Burbank, ss: 


I, Naomi G. Putnam, city clerk of the city of Burbank, do hereby certify and 
attest the foregoing to be a full, true and correct copy of the original Resolution 
No. 11,605 passed and adopted by the council in regular session on June 17, 1958, 
on file in my office, and that I have carefully compared the same with the original. 

In witness whereof, I have hereunto set my hand and affixed the seal of the 
city of Burbank, this 18th day of June 1958. 


[SEAL] Naomi G. Putnam, 
City Clerk of the City of Burbank. 








— 


108 PAYMENTS IN LIEU OF TAXES 


OFFICE OF THE CouNTY TREASURER, 


Cook County, Ill., May 26, 1958. 
Hon. WILLIAM Dawson, 


Chairman, House Committee on Government Operations, 
Washington, D. C. 
REAR CONGRESSMAN Dawson: I understand that Public Law 388 expires this 
year unless it is renewed. 
As county treasurer of Cook County, Ill., I wish to recommend that said law be 
extended. 
Very truly yours, 
HerBert C, PascHen, County Treasurer. 





New Jersey State LEAGUE oF MUNICIPALITIES, 
Trenton, N. J., May 29, 1958. 
Hon. Wiiu1am L. Dawson, 
Chairman of the Government Operations Committee, 
House Office Building, Washington, D. C. 


Dear Mr. Dawson: The New Jersey State League of Municipalities, repre- 
senting 97 percent of the population of New Jersey, strongly endorses H. R. 9525. 

We believe that provision for payment in lieu of taxes to local governments 
should include all industrial manufacturing plants owned by the Federal Govern- 
ment rather than the limited payment presently available under the terms of 
Public Law No. 388, 1955. 

The Meader bill, H. R. 9525, will rectify the present unjust situation wherein 
local governments are not adequately reimbursed by the Federal Government 
for municipal services rendered to Federally-owned industrial plants. 

We respectfully solicit favorable consideration of H. R. 9525 by your committee 
and we request that this letter be included as part of the record of hearings 
presently being held before the House Committee on Government Operations, 

Very truly yours, 
Rosert H, Fust, Executive Director, 





Crry or WARREN, Ouro, May 28, 1958. 
Re H. R. 9525. 
Hon. Wru1AmM L. Dawson, 
Chairman, House Government Operations Committee, 
Washington, D. C. 

Dear Mr. Dawson: Your attention is drawn to the above bill which is in 
the House Committee on Government Operations, and upon which hearings are 
now being held. 

Municipalities throughout Ohio are vitally interested in this bill which would 
extend payment in lieu of taxes. 

Municipalities are extremely hard hit, especially industrial municipalities, and 
yet they must provide services for Government-owned industries as well as those 
owned privately. 

We would respectfully urge that you do everything possible in support of this 
measure. 

Sincerely yours, 
W. C. BuRBANK, 
Mayor and President of Ohio Municipal League. 





Oxnr1o HovuskE or REPRESENTATIVES, 


Columbus, May 29, 1958. 
Hovse ComMMITTEE ON GOVERNMENT OPERATIONS, 


House Office Building, Washington, D. C. 


GENTLEMEN: Serving my fourth term as a member of the Ohio House of 
Representatives from Franklin County, I am deeply cognizant of the terrific 
financial situation in which the county finds itself, so the passage of H. R. 9525 
would be of great benefit, from a selfish standpoint, to our county, and naturally 
to other counties similarly situated in Ohio. 

Having the North American Aviation property in the tax-exempt status of 
certain industrial manufacturing plants owned by the United States not only 
deprives the county of the real-estate taxes to maintain services beneficial to such 
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localities, such as fire, police, etc., but also deprives the county of money due in 
distribution from the State local government fund and the public utilities excise 
tax, since one of the yardsticks for their distribution is the amount of the real 
estate duplicate excluding the tax exempt properties. 

While the passage of H. R. 9525 might not aid the latter two categories, never- 
theless the difference between the payment made in lieu of taxes to the county 
and the tax which the property would pay if the tax-exempt status were to be 
removed would be substantial and go a great way to ameliorate the present large 
deficit in our county operations. 

Sincerely, 


LyTLe G. ZuBER. 


FRANKLIN CounTy, OHIO, 
Columbus, Ohio, June 9, 1958. 
The Honorable Members of the Commitiee on Government Operations of the House 
of Representatives of the United States, Washington, D. C. 


GENTLEMEN: Our attention has been directed to the fact your committee is 
currently considering H. R. 9525 (Mr. Meader) a bill to amend the Federal Prop- 
erty and Administrative Services Act of 1949 to provide for making payments in 
lieu of taxes with respect to certain industrial manufacturing plants owned by 
the United States. This legislation is of vital concern to Franklin County, Ohio, 
and to the undersigned as the administrative and fiscal officials of the county. 

Without derailing the fiscal affairs of this county, we can say without reserva- 
tion the county’s financial condition has reached a critical stage. This is due, in 
part, to the fact Franklin County has taxable real estate totaling $1,092,834,040 
but has tax-exempt real estate of $302,505,740. Of this total tax-exempt real 
estate, $131,420,130 is exempted from taxation because it is property belonging 
to the United States Government. This valuation of Federal property is prob- 
ably low because we are, apparently for United States security reasons, not per- 
mitted access to make a fair appraisal. 

Last year Franklin County, Ohio received, in lieu of taxes, the tax rate of 
$22.40 per thousand on a total valuation of $7 million, which amounted to $156,- 


800. This amount was distributed in the following ratio, based upon the pro- 
portionate share of the tax rates: 


Percent 
Frees COORES: OR TORS on oc se a ee ee ewakenoe 18. 3 
SINR So oS oa es eee ence Sands abigiateaansmee eee eee 65. 0 
state of Ohio. . «.. <=. 6b sb BeBe hie eS oats becdee a Canoe ee 2.7 
Cite ot UNG. odie cae ce eek ea eee 14.0 


This payment was made in lieu of taxes with regard to real property owned by 
the United States Government which is leased to North American Aviation, Inc., 
and for which the United States Government receives a substantial renval. 

Because of the high proportion of tax-exempt property in this county, more 
than 40 percent of which is exempted by reason of its ownership by the Federal 
Government, any payment in lieu of taxes is an important part of the economy 
of this county as a governmental agency in providing services to its residents. 

We believe the declaration of policy contained in section 801 is sound business 
practice on behalf of the Federal Government, and is essential to the local com- 
munities in the operation of their local governments. We refrain from comment- 
ing upon the mechanics for carrying that policy into effect, since such can be 
better left to the Members of the Congress. 

On behalf of the people of Franklin County, Ohio, we urge your favorable 
consideration of this legislation. It may be that in conjunction with your study 
of the bill, it would be desirable for a representative of your committee to visit 
Franklin County for a firsthand observation of the United States’ installations 
located here. In such event, may we extend herewith a cordial invitation to such 
representative on behalf of the citizens of this county. If such a visit is imprac- 
ticable, we would be happy to forward such information concerning these installa- 
tions as will be helpful in your deliberations. 

Respectfully yours, 
Harry T. Vicor, County Commissioner. 
Henry A. Koontz, County Commissioner. 
Frep C. BeRKHEMER, County Commissioner. 
Frep Dunn, County Auditor. 





